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A Banker’s Diary 










Mid-June—Mid-July 


THE turn of the half-year passed very quietly, and only 
about {10 millions had to be borrowed from the Bank of 
England. By the time June 29th was 









The reached, the market found that it had 
Money borrowed more than was required, and 
Market ‘ oi 

money was quite easy on that day. As 






had been anticipated, the banks have resumed buying 
bills since the end of the half year, and asa result discount 
rates have fallen below their June level. Still the banks 
are not free buyers, and as a result the tender rate has 
only fallen from a peak figure of 16s. 0-69d. per cent. 
for June 21 to one of 12s. 2°84d. per cent. for July 19. 
The market rate for hot Treasury bills has eased from 1} to 
a nominal ,°; per cent., while the rate for three months’ 
bank bills has eased from } to 3 per cent. These latter 
rates are still high enough to yield bill-brokers a small 
margin of profit over the cost of these loans which now 
stands at } per cent. against bills eligible for discount at 
the Bank of England. Treasury bills have now been 
offered at the rate of £40 millions a week since the end 
of June, while maturities are at the rate of £35 millions 
a week. With an additional {5 millions of bills coming on 
the market every week it should be able to prevent dis- 
count rates from falling to unremunerative levels. Should 
the exchanges turn round so that the Exchange Equal- 
isation Account has to sell francs or gold, then it will be 
taking up fresh Treasury bills, and the weekly allotment 
by tender will be cut down. This eventuality seems most 


unlikely at present. 


























As the following table shows, during the quarter ended 
June 30th, 1935, the floating debt increased by {69-6 
millions, against an increase of only {32-0 


EI te millions in the corresponding quarter a year 
‘loating ; 
Debt ago. This disparity is partly due to th | 


existence of a greater revenue deficit this | 
vear ({56-2 against {49-7 millions), but the main cause Is 
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that a year ago subscriptions to the 3 per cent. Funding 
Loan were partly used to reduce the floating debt, while 
this year {10 millions had to be added to the floating 
debt for the purpose of redeeming Treasury bonds :— 


1934 1934 1935 1935 
Mar. 31 June30 Mar.30 June 29 
£mill. mill. fmill. £ mill. 
Treasury bills outstanding : 
(a) Tender issues .. .. 456°6 487-1 360°4 485-0 
(6) Tap issues F ~» 343°2 361-2 438-9 392°1 
Ways and Means advances: 


(a) By Public Departments 44-9 28-4 34° 17°4 
(6) By Bank of England.. — — anes 8+5 
Total Floating Debt -. 844°7 876-7 833°4 g03°0 


The main interest in the table lies in the changes in 
tender issues of Treasury bills and the floating assets 
(i.e., ““tap’”’ bills and Ways and Means Advances) of 
Public Departments and others. Last year floating 
assets were practically unchanged during the quarter at 
£389 millions, but this year they have been reduced from 
£473°0 to £409°5 millions. It is impossible to dissociate 
this reduction of {63-5 millions from the gold and devisen 
purchased by the Exchange Equalisation Account in 
support of the franc, for each such purchase involves a 
reduction in the Account’s sterling assets. One con- 
sequence of this reduction has been the sharp expansion of 
{124-6 millions in the tender issues of Treasury bills. 
This contrasts sharply with last year’s increase of only 
£30-5 millions. The big expansion which has occurred 
this year is one reason why during recent weeks discount 
rates have stood at over $ per cent., thereby yielding a 
slight margin of profit to the market. 


WitH the relaxation of the tension in Paris and other 
gold bloc centres, activity in the London foreign exchange 
market has greatly diminished, and apart 


7 The from some anxiety caused by recent Dutch 
waaeaeee political developments the present feeling 


is that quiet conditions are likely to prevail 
untilthe autumn. Boththe French and Dutch bank rates 
have been reduced on several occasions, and in the middle 
of July the French rate stood at 3} per cent., against 6 per 
T 












THE BANKER 





96 





cent. at the height of the crisis, and the Dutch rate at 3 per 
cent., against 5 per cent. The gold bloc exchanges have 
all strengthened, and early in July the British Exchange 
Equalisation Account sold a small quantity of gold in 
Paris. The Banque de France has also regained a little 
of the gold losses to Brussels. Spot exchange rates on 
July 18 were Frs. 743 for Paris, Fl. 7-263 for Amsterdam, 
amd Frs. 15-11 for Zurich, whereas on June I the spot 
rates on these three centres were quoted at Frs. 75, 
Fl. 7:29, and Frs. 15-30. The improvement in the 
forward rates during the same period is much more 
striking. Three months’ French francs have narrowed 
from Frs. 6? to Frs. 1, discount, three months’ guilders 
from 42} to 8} cents discount, and three months’ Swiss 
francs from 110 to 28 centimes discount. Early in July 
the official support given by the American authorities to 
the London silver market necessitated heavy offerings 
of dollars in London. The spot rate depreciated from 
$4-94 to $4-974, but the dollars were readily absorbed 
and relapse in the rate stimulated a fair amount of 
commercial buying of forward dollars. After a few days 
the American silver purchases ceased, and the spot rate 
has since come back to $4:95?. Three months’ dollars 
remain at a premium of 1? cents. No commercial buying 
of spot dollars has yet developed, but the experience of 
the forward market early in July indicates the existence 
of a latent demand. 































BETWEEN May and June the deposits of the ten clearing 
banks rose from £1,961-5 to £2,003°4 millions, and this 
latter figure constitutes a new high record. 

June Cash was reduced slightly from {218-7 to 
os {216-7 millions, so that the banks have 
Averages been able to find employment for more of 
their resources and to reduce their aggregate 

cash ratio from 11-1 to 10-8 per cent. Practically every 
one of the banks’ earning assets increased between May 
and June, for call and short loans rose from {142-0 to 
£143:1 millions, discounts from {217-6 to {243-9 millions, 
investments from {619-9 to £624: 2 millions, and advances 
from {770°4 to £775°4 millions. The increase of £26°3 
millions in discounts is interesting as several of the banks 
were not keen buyers of bills during June. One or two 
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of the saatie. however, continued seeds right through 
the month, and during the last fortnight of the month 
were able to secure bills at relatively remunerative rates. 
The increase in advances is also encouraging from the 
point of view of general trade. Compared with a year 
ago, deposits have risen from {1,870-2 to £2,003°4 
millions, and cash from {199-4 to {216-7 millions. The 
cash ratio has only changed from 10-7 to 10-8 per cent., 
so that deposits have kept pace with cash. Call and 
short loans have risen from {140-4 to £143-1 millions, 
discounts from £227-6 to £243-9 millions, and invest- 
ments from {549-0 to {624-2 millions, and advances 
from £757°4 to £775°4 millions. These increases indicate 
a guacel expansion in banking activity, which should 
react favourably upon profits. 


THE June trade returns show a slight decrease over the 

previous month. Comparing June, 1935, with June, 1934, 

imports have decreased by £3-4 millions. 

an _ Imports of raw materials alone declined by 

_ ogg {1-2 millions. Exports of British manu- 

factured goods have risen by {0-8 millions 

and re-exports by {0-9 millions. The returns are 
summarised below :— 


June, 1934 May, 1935 June, 1935 


£ mill. £ mill. £ mill. 
Imports 4 - - 61-2 64°5 57°8 
Exports = aos oa 32°1 35°2 32°9 
Re-exports .. a v 4°3 5°60 5:2 
Total exports " “a 30°4 40°8 38-1 


Comparing the returns for the first half-year of 1934 
and 1935, imports have declined from {362-2 millions to 
£359°4 millions. Of this decrease {5-5 millions is due 
to a decline in imports of raw materials, and in particular 
to declines in raw wool and raw cotton imports. British 
exports show a considerable increase from {189-7 millions 
to £206-5 millions. The largest increases are in exports of 
iron and_ steel manufactures, non-ferrous metals, 
machinery, cotton yarns and vehicles. Re-exports show 
a slight decrease from £29-0 millions to £28-8 millions. 
The adverse trade balance has thus declined from £143°5 
millions to {124-1 millions. 
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As the Anglo-Italian Payments Agreement only com- 
pelled Italian importers of British goods to pay into their 
clearing account, and left British importers 

Italian of Italian goods free to pay in any way 
en they liked, it is hardly surprising that it is 
Difficulties working badly. British importers are under 
no incentive to make use of the mechanism 

of the Agreement, which only involves them in a number 
of formalities, and the result is that arrears due to British 
importers are accumulating in Italy, and no sterling is 
available for their liquidation. At the end of June 
the arrears exceeded {£1,100,000, and exporters in Cardiff 
and elsewhere are taking a serious view of the partial 
breakdown of the scheme. The Italian authorities have 
taken steps both to simplify and tighten up their clearing 
regulations in general. Henceforward exporters and 
importers desirous of arranging barter trade must get a 
permit from the Institute for Foreign Trade and must also 
operate through a bank instead of directly with each other. 
These new regulations are intended to eliminate unneces- 
sary intermediaries, and also to aid the authorities in 
their watch and control over foreign trade. The lira 
remains at a heavy discount against the other gold bloc 
currencies, and there is some evidence of official sales of 
dollar and sterling Italian securities in New York and 
London with the object of providing the Italian authorities 
with additional supplies of foreign exchange. 


A WRITER in the February issue of the BANKER discussed 
the common belief that the London Accepting houses 
; concentrated on the raising of foreign loans 
“epenes to the exclusion of the home borrower. He 
A co argued that the attempt to revive the use 
of the inland bill should be combined with 

an attempt by the Accepting Houses to develop the home 
industrial capital market. Particularly is this necessary 
in the case of the small undertaking which hardly requires 
in its early stages enough capital to justify a stock 
exchange issue. We are therefore glad that Messrs. 
J. Henry Schréder & Co. have set up a new subsidiary 
entitled the Leadenhall Securities Corporation, Limited, 
for the particular purpose of assisting small home indus- 
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trial undertakings and developing them to the point 
where they can justifiably make a capital issue. The 
Macmillan report called attention both to the lack of 
facilities available for small undertakings and also to the 
absence of institutions prepared to provide medium- 
term capital. If it becomes possible for the small home 
manufacturer to obtain temporary finance and ultimately 
to develop himself to the point where he can obtain 
permanent capital in the usual way, one of the weaknesses 
in our financial system will have been removed. 


The Banking Half-Year 


YEAR ago, when commenting upon the _ bank’s 
A statements of accounts for June 30, 1934, we 
pointed out that there had been some contraction 

of credit. At the Bank of England the Reserve fell by 
£5:o millions, securities in the banking department by 
£5:9 millions and Bankers’ Deposits by £8-8 millions. 
Taking the leading joint-stock banks as a whole, their 
cash was reduced by £13°3 millions and their deposits 
by {102-0 millions. At the same time the note circula- 
tion rose by £6-6 millions, and trade definitely improved. 
The conclusion we therefore reached was that during 
that year a certain amount of redundant credit was with- 
drawn, mainly through a contraction in the Treasury 
bill tender issue and through the repayment of bank 
advances out of the proceeds of long-term capital issues, 
but that, on the whole, that contraction minimised the 
risk of the development of unsound speculation and did 
not militate against the continuance of the trade revival. 
Subsequent events have justified this view. Unsound 
speculation did develop in certain directions during the 
closing months of 1934, but it never became really 
serious, and trade continued to improve. Meanwhile the 
bank statement of accounts for June 30, 1935, indicates 
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a reversal of the banking trend of 1933-34, for during 
the past twelve months there has been some expansion 
of credit. This is illustrated by the following summary 
of the Bank of England’s return :— 







June 28, June 27, June 26, 
1933 1934 1935 





























£ mn. £ mn. £ mn. 
Gold in Bank ‘i - .. 189°4 IQI'5 192-7 
Notes in Circulation ‘“ ~» 375°! 381°7 396-9 
Banking Dept. Reserve - os 2 70°5 56°5 
3anking Dept. Securities .. .. 103°9 98-0 118-8 
Bankers’ Deposits .. — 2 OSs 96:3 102°4 
Proportion .. 4 és - 7% 40°8% 35°8% 











The return for June 26, 1935, shows that the note 
circulation has continued to expand, the year’s increase 
amounting to {15-2 millions. As gold movements were 
insignificant, the Reserve has fallen by {14-0 millions. 
Securities held in the banking department, however, 
have increased by {20-8 millions, with the result that 
Bankers’ Deposits have risen by {6-1 millions. The 
proportion has fallen from 46-8 to 35-8 per cent. All 
these movements point to a definite expansion of credit, 
which in some respects has more than neutralised the 
contraction of the previous year. 

The first impact of this expansion in credit fell upon 
bank cash. According to the following table, the total 
of cash balances with other banks and cheques in course 
of collection of thirteen of the leading joint-stock banks 
increased between June 30, 1934 and 1935, from {274-4 
to {301-6 millions. This permitted the joint-stock banks 
to add in due proportion to their earning assets and so 
to these deposits, and in actual fact their deposits have 
risen from {1,982°9 to £2,116-8 millions. The increase 
in cash and balances, however, is proportionately greater 
than the increase in deposits, which shows that the 
banks have not acquired additional assets or added to 
their deposits to the full extent which would have been 
justified by the increase in their cash. Thus the increase 
in the potential supply of credit has for the moment 
exceeded the demand. 
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Deposits, Cash and Money at Call and 

etc. Balances. Short Notice. 

1934 1935 i 1934 1935 1934 | 1935 

{mn. £mn. {mn. {mn. £mn. {mn. 

Barclays i -» | 364°3 382°8 55°5 56°5 21°8 24°7 

Lloyds _ -- | 350°8 385°0 42°5 52°4 24°6 24°2 

Midland ” . | 402°9 | 416-0 52°7 56:0 27°7 26°1 

National Provinciz rT | 273°6 294°5 36°3 40°3 19°3 22°1 

Westminster os | 290° 315°7 39°6 44°5 30-1 26°9 

Coutts oe =F 20°I 21°8 2°9 2°9 2°1 23 

Glyn Mills .. ve | Sam 38°7 6°1 6°7 6°7 7°6 

Martins “a co) oaez 85°7 I1+2 13°4 4°7 4°8 

District | 48-6 54°0 6-2 6°7 4°6 4°2 
County , | I7°0 17°4 2°8 3°0 ” * 

The Nation: ul a 38°4 37°8 4°1 4°7 3°3 3°4 

Williams Deacon’s .. 32°4 32°6 | 5°6 | 5°4 ; 5°5 5°8 

Yorkshire Penny | | | 
Bank | 32°38 34°8 8-9 | 9°3 | * * 
iz | 


! 





* Included in cash and balances. 


To appreciate this it is necessary to consider the 
four main classes of the earning assets of the banks. 
These are call and short loans, discounts, investments, 
and advances. The demand for call and short loans is 
shown by the preceding table to be little changed from a 
year ago. Some of the banks are lending more, but 
others are lending less. The volume of Treasury bills 
issued by tender and available to the market was £487 
millions at the end of June, 1934, and £485 millions a 
year later. Thus the supply of Treasury bills is much 
the same as a year ago, while there has at the best been 
only a small increase in the supply of commercial bills. 
Hence while it is now more remunerative for the market 
to carry bills than it was a year ago, it is hardly sur- 
prising that there has been no increase in the demand for 
cail or short loans. 

The table on the following page gives the discounts, 
investments and advances of the joint-stock banks. 
Most of the banks are carrying more bills than they 
were a year ago. This shows that they have had no 
difficulty in obtaining bills in spite of the agreements 

made between them last February not to buy bills at 
less than 4 per cent. The increase in the banks’ bill 
portfolios is an additional explanation of the failure of 
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call and short loans to expand, for the total supply of 
bills has not increased and so there must be less available 
for the discount market. Investments have again 
increased during the past year, particularly those of 
Lloyds and the Midland Banks. The outlook for the 
gilt-edged market remains assured and the banks have 
ample reserves in hand out of which to meet a setback. 
Still judged by previous banking practice, investments 
bear an unusually high ratio to deposits, and it is clear 
that under present conditions banks are unable to 
perform to the full their normal function of providing 
short-term finance, and instead are acting to some extent 
as investment trusts. 

















Investments 
Discounts. (excluding those Advances. 
in other banks). 






































1935 1934 
{mn. {mn. ; . {mn. 
Barclays a ms 40°8 44°4 101-6 105*I 156°3 163°3 
Lloyds | 48-6 52°5 95°2 I16°1 140°0 140°9 
Midland a 50°5 42°60 I110°9 127°! 168-0 171°3 
National Provincial 37°2 38°5 75°7 87-2 112°7 1142 
Westminster. . xs 31°7 38°2 88-9 IOI*5 108-1 114°7 
Coutts * xa I'l I°7 7°79 7°9 7°78 8-8 
Glyn Mills... ws O*4 O*4 9°6 14°0 10°5 11-2 
Martins “ es 3°6 4°8 32°6 34°3 30°3 31°2 
District we 3°9 6°3 21°2 22°3 16-0 17°7 
County o< oa O-4 O°*4 6°3 7°8 8-7 7°4 
The National 1-8 I°7 16°9 16-1 15°5 15:2 
Williams Deacon’s .. | I°2 9°9 9°4 1r-8 | 12°7 
Yorkshire Penny } | 
Bank tk cet ~- | 21°5 23°3 | 3°8 | 3°6 






| 








Advances, are in almost all cases higher than a year 
ago, so that the demand for short-time finance is at 
last improving. The progress of the trade revival must 
also have enabled the banks to recover more of these 
doubtful debts, with a consequent release of reserves 
previously set aside to provide for them. Taking the 
banks’ advances as a whole, they are probably more 
liquid than a year ago, and certainly more liquid than 
two years ago. Yet they still equal only 38-4 per cent. 
of deposits, which falls a long way short of the normal 
ratio of just over 50 per cent. 

The final table gives the dividends declared by 
the banks. 
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1933 1934 1935 


Total. | Interim.| Total. |Interim. 


% per % per 
% annum % annum 
Barclays “ B”’ +s +s 14 14 14 14 
Lloyds “A” .. via - 12 12 12 12 
Midland os - ‘x 16 16 16 16 
National Provincial .. aS 15 15 15 15 
Westminster (£4) - si 18 18 18 18 
Martins im a ee 14 14 14 14 
District 4a ‘en és 16§ 16% 16% 16% 
County .. ee -" » 12} 12} 12} 124 
Williams Deacon’s “‘ A ”’ - 12} 12} 12} 12} 





In one sense it is a dull table, for it records no change 
in dividends at all. Yet this by itself is striking evidence 
of the stability of the British banking system during 
years when the rate of return upon many of the banks’ 
assets has been very low, and when the world outlook 
has been not entirely reassuring. The trade revival has 
reached the point where all fears of a reduction in bank 
dividends should be removed, but prospects are hardly 
certain enough to justify any increase. If the banks 
decide to appropriate any increase in net profits towards 
the building-up of internal reserves, that course would 
only be in accordance with the tradition of British 
banking. 


Balance Sheet Reform 
By a Correspondent 


"T possi a year—and twice a year only—it is 
possible to get an instantaneous snapshot of the 
position of British banking as it stands at one 
moment of time. This is on June 30 and December 31, 
when every joint-stock bank in the country ‘ makes 
up’ on the same day and publishes its balance sheet. 
There are, it is true, monthly figures for the rest of the 
year, but in these monthly returns each bank gives only 
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the average of four (or five) weekly balance sheets, and 
almost every one of the Big Five has its own weekly 
“making up” day. Figures of this sort, when aggre- 
gated, clearly do not accurately represent the position 
of the banks as a whole. It used to be the established 
practice of the banks to call heavily on their weekly 
“making up”’ day, lending freely again as soon as the 
balance had been struck. In this way a given amount 
of cash trooped round as a stage army, appearing in 
four or five balance sheets each week, and consequently 
figuring four or five times over in the combined monthly 
averages. This practice of ‘‘ window dressing’’ is 
believed to be very much less prevalent to-day. But it is 
doubtful whether it has entirely died out. In any case, 
apart altogether from conscious manipulation of this 
sort, there are bound to be duplications and omissions 
when the figures of the separate banks refer to different 
days. 

‘These deficiencies of the monthly figures lend particu- 
lar importance to the end-June and end-December 
statements, since they are the only figures which can 
properly be aggregated into a combined balance sheet. 
Even then, however, there is one very important, and 
irritating, omission, for it is only when June 30 or 
December 31 happens to fall on a Wednesday, that we 
have figures for the joint-stock banks and the Bank of 
England, all referring to the same day. And since this 
happens only about once every three years, the oppor- 
tunities for securing complete figures on British banking 
are very limited. For example, it is only when the half- 
year happens to end on Wednesday that we have an 
opportunity of estimating how much of the banks’ 
‘“cashin hand and with Bank of England ”’ is cash in hand 
and how much is cash in the Bank of England, for it is 
only then that we have a strictly comparable figure of 
‘‘ Bankers’ Deposits ’’ to deduct from the total of cash. 

But this is not the most serious criticism that can be 
levelled against the half-yearly balance sheets of the 
banks. The real trouble is that nearly every bank 
presents its figures in a different form, so that it is only 
for the broadest categories that totals can be compiled. 
It is really hardly to the credit of British banking that 
this stultifying individualism has been allowed to con- 
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tinue. It is seventeen years since the famous Cunliffe 
Committee first gave an official blessing to the idea of a 
standardised balance sheet. The committee sat under 
the chairmanship of Lord Cunliffe, Governor of the Bank 
of England, and it had as members such eminent bankers 
as Sir Charles Addis, Mr. Rupert Beckett, Lord Bradbury, 
and Sir Harry Goschen. It can hardly, therefore, be 
dismissed as an unpractical body. Moreover, the Report 
ascribes the suggestion to an unnamed ‘ Committee of 
Bankers.”” In view of the authoritative character of 
this recommendation, it is worth while setting out the 
Committee’s standard balance sheet :— 


LIABILITIES ASSETS 
Capital :-— Cash :— 
Registered. (1) Coin, Bank and Currency Notes, 
Subscribed. and Balances with the Bank of 
Paid-up. England. 
Reserve Fund. (2) Balances with London Clearing 
Current, Deposit and other Agents and with other Banks, 
Accounts. Bankers or Banking Companies 
Acceptances. in the United Kingdom. 
Endorsements, Guarantees (3) Items in transit. 
and other Obligations. Money at Call and Short Notice. 
Notes in Circulation. Government Securities maturing within 


12 months. 
British Bills of Exchange. 
Foreign Bills, Foreign Bank Bills and 

Domiciled Bills. 

Balances abroad. 
Investments :— 

(1) Securities of, or guaranteed by, 
British Government maturing 
after 12 months. 

(2) Indian and Colonial Government 
Securities, British Corporation 
Stocks, British Railway De- 
benture and Preference Stocks. 

(3) Other Investments. 

Loans and Advances. 

Other Assets. 

Bank Premises. 

Liabilities of Customers for Acceptances 
as per contra. 

Liabilities of Customers for Endorse- 
ments, Guarantees and other obliga- 
tions, as per contra. 


The Report was dated August 15, 1918. The com- 
mittee recommended not merely that the banks should 
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be advised to adopt this form, but that they should be 
required to do so. Nothing, however, was done either 
by Parliament or by the majority of the banks. Only 
one of the Big Five—Lloyds Bank—publishes its accounts 
in the prescribed form. Indeed, Lloyds has gone a small, 
but very valuable, step further by specially identifying 
its holdings of Treasury Bills. In addition, Martins 
Bank has adopted a form of balance sheet which differs 
from the “ Cunliffe’’ standard only by including all 
investments under one head. The variation of practice 
among the other banks can be illustrated by the fact that 
while Lloyds Bank divides its assets into twenty-one 
separate categories (four of them being the shares of 
subsidiaries), the National Provincial Bank, for example, 
is content with nine. 

The Cunliffe Committee is not the only official body 
which has made recommendations on the form of the 
banks’ balance sheets. The Macmillan Committee, hardly 
less eminent in its composition, also made detailed 
suggestions which in certain particulars go further than 
those of the Cunliffe Committee. For example, it sug- 
gested that cashin hand should be shown separately from 
balances at the Bank of England, and that both should 
be shown not as the figures of a weekly “ call day,’ but 
as a true daily average. Instead of the single item, 
‘““ Money at Call and Short Notice,’’ there should be five 
figures, to wit, Money at Call (a) in sterling, and (6) in 
foreign currencies; Money at Short Notice (a) to the 
Money Market, (b) to the Stock Exchange, and (c) in 
foreign currencies. On the liabilities side, the committee 
recommended that current accounts should be distin- 
guished from deposit and other accounts. In addition 
to these monthly details, the committee recommended 
that loans and advances should be annually or quarterly 
subdivided into at least seven categories. 

These recommendations are far in advance of the 
practice of any British joint-stock bank. The personnel of 
the two committees almost forbids the suggestion that 
there is anything very unreasonable about their recom- 
mendations. But very little has been done to implement 
them—not even, be it noted, by most of the banks whose 
chairmen have been members of one or other of the two 
committees. It would surely not be very difficult for the 
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banks to agree to publish their balance sheets in a 
uniform and more informative manner. It might also be 
practicable to arrange for the banks all to “ make up”’ on 
the same day of the week, but this would not be possible 
unless ‘‘ window dressing ’’ were entirely done away with 
as it would be highly inconvenient to the Money Market 
to have all the banks calling their loans on the same day. 
But “ window dressing ’’ is universally condemned, and 
there is no reason why it should not cease altogether. It 
goes without saying that if one day is chosen by all the 
banks it should be Wednesday, so as to afford comparison 
with the Bank Return. And if all these changes were 
made, it would be only a small step to the publication of 
weekly figures, instead of the existing monthly averages. 
It might not be possible to publish these weekly figures 
at the same time as the Bank Return at noon on Thursday 
owing to the necessity of getting figures in from the 
branches. But one day’s delay would be of little impor- 
tance if it were possible to secure a continuing series of 
complete weekly figures. If it is possible for the American 
Federal Reserve Board to collect and publish weekly 
figures for several hundred banks scattered all over the 
country, it is surely possible for the London Clearing 
House to do at least as much with its ten members. 
These suggestions are not made merely with the object 
of gratifying public curiosity. Even if they were, that 
would not by itself invalidate them, for public curiosity 
in a democratic State is entitled to gratification when no 
vital interests are involved. Moreover, with a rising tide 
of public hostility to the banks, it would do no harm to 
accede, even at this late date, to the suggestions of two 
such eminent public committees. But the question goes 
deeper than mere publicity, for accurate and frequent 
banking figures are absolutely essential both for the 
formulation of economic policy by the responsible 
authorities of the State and also for the preparation of 
intelligent estimates of future conditions by private 
businesses. Whether we like it or not, we are likely to 
have an increasing volume of conscious control in 
economic matters. In the sphere of finance the degree of 
control already exercised is far greater than anything 
that was known before the war. But control cannot 
operate intelligently without full knowledge of the facts. 
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Reform of the balance sheets of the banks is, perhaps, 
not a large item in the programme of extending the 
sources of accurate economic information. But it is a 
step which the banks could take both with ease and with 
great profit to themselves in the eyes of public opinion. 












Stabilisation Cross-Currents 


HE weakness of the gold d/oc currencies, and some 
unofficial kites flown at Washington have brought 
to the front the question of currency stabilisation 
and the general restoration of the gold standard. At the 
end of June the International Chamber of Commerce at 
its annual meeting listened to a lengthy report prepared 
by Professor Gregory, and in spite of warnings uttered 
by the British delegates, passed a general resolution in 
favour of stabilisation and a return to gold. The British 
Government, on the other hand, has shown no disposition 
to depart from its avowed policy of making the stimula- 
tion of internal British trade its main objective, nor 
has it made any response to these approaches in favour 
of stabilisation. 

Professor Gregory came out strongly in favour of a 
return to gold. He rejected as impractical the argument 
that a rise in prices must precede stabilisation. Instead, 
he argued that stabilisation might be the condition on 
which such a rise could take place. Nor was he impressed 
by the argument that ever since the revaluation of the 
dollar eighteen months ago the purchasing powers of the 
dollar, the pound and the franc had not been in equili- 
brium. He did not agree that the existence of a large 
amount of panic money prevented stabilisation. On the 
contrary, he urged, stabilisation would facilitate the 
absorption of this fund in its normal employment in 
long-term investment. Finally he insisted that until the 
leading currencies were stabilised, it was politically 
impractical to ask Governments to reduce tariffs or to 
remove trade and exchange restrictions. 

Similar arguments have recently been advanced by | 
Professor Rist in the July issue of Lloyds Bank Monthly 
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Review. Professor Rist, if anything, goes further than 
Professor Gregory. He argues that currency instability is 
a definite deterrent to international trade, and therefore 
is a definite cause of unemployment. He holds that it 
is useless to await the restoration of equilibrium between 
purchasing powers, partly because it is impossible to 
calculate the purchasing power parities exactly, but 
mainly because he does not agree that this condition is 
essential. ‘‘ Expensive’’ and “‘ cheap”’ countries have 
existed in the past, he points out, without any serious 
international disequilibrium, and he infers that they can 
equally exist in the future. Nor is he alarmed at the 
possibility that a return to gold might occasion frequent 
changes in Bank rate. Increases in Bank rate, he said, 
had not seriously arrested trade in the past, and in any 
case he thinks that long-term rates of interest are of 
greater importance than short-term rates. One of the 
consequences of currency instability is a high long-term 
rate of interest in many parts of the world, and this is 
directly linked up with the existence of panic money 
and with the reluctance of capitalists to invest their 
funds. Professor Rist concludes by rejecting temporary 
de facto stabilisation on the ground that it would merely 
prolong the uncertainty. Apparently he is whole-heartedly 
in favour of an immediate and definite return to gold. 
Professor Rist and Professor Gregory between them 
present a very fair summary of the case for a return to 
gold. It is a case which has received some academic 
support in England, but has received less support in 
the City than is popularly supposed. Perhaps the most 
vital change of attitude is that of the American Adminis- 
tration, for it is well remembered that it was President 
Roosevelt who torpedoed any chance of currency stabili- 
sation at the World Economic Conference two years ago. 
Apparently the Administration is now readier to discuss 
stabilisation on the basis of the gold standard, whatever 
may be its attitude towards stabilisation in the silver- 
using countries. Yet there is a strong case to be made 
against precipitate stabilisation, and there is a substantial 
body of opinion in this country which holds the contrary 
view. Perhaps the best case against too premature a 
return to gold was made by Mr. Henderson in the June 
issue of Lloyds Bank Monthly Review. Mr. Henderson 
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concentrated on the actual fact of our trade revival, 
which has as its foundations the restoration of financial 
confidence, the stability of sterling as a medium of 
purchasing power, the establishment of an era of cheap 
money, and the conversion of a large part of the National 
Debt. Judged from the angle of practical expediency, 
Mr. Henderson argues that it would be madness to risk 
the continuance of the trade revival for the problematical 
and theoretical advantages which might accrue to us 
from the restoration of the gold standard. Once we 
return to gold we might find ourselves forced to raise Bank 
rate and to restrict credit at a time when neither step 
was justified by internal economic conditions. He 
drives this point home by saying that had we been on 
the gold standard at the New Year, it is more than likely 
that the weakness of sterling during February would 
have necessitated a rise in Bank rate, and we ourselves 
are not disposed to quarrel with that view. The psycho- 
logical fact of an increase in Bank rate might be very 
serious both in the gilt-edged market and in the industrial 
and commercial world. It is premature to assume that 
the Government’s programme of debt conversion is 
complete, and apart from this the recent London railway 
schemes may be the forerunner of a series of public 
works, which may be entirely dependent upon the 
maintenance of a cheap long-term capital market. Hence, 
while we admit the theoretical force of the arguments put 
forward by Professor Gregory and Professor Rist, and 
while we agree that stabilisation and a return to gold 
might in time restore to us part of our lost export trade, 
we see great practical force in Mr. Henderson’s warnings, 
and on balance we agree that as a matter of practical 
policy the maintenance of our internal trade revival must 
be the first consideration. 

There are strong arguments in favour of the course of 
apparent inaction adopted by the British Government. 
To consider external questions first, we may fairly ask 
Professor Rist whether France is prepared to become an 
‘expensive’ country. Under present conditions the 
franc is definitely over-valued against both the pound 
and the dollar. Were we to stabilise on the basis of 
existing exchange rates, the franc would remain over- 
valued, which is equiv alent to saying that France would 
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become an “ expensive’ country. Alternatively, is France 
either prepared to consider a moderate reduction in the 
gold content of the franc, or is she convinced that she can 
carry through her new programme of internal deflation and 
that it will solve her problems? Next there isa pertinent 
question to put to Washington. We are fully prepared 
to accept Mr. Morgenthau’s tentative approach towards 
stabilisation as being perfectly sincere. We realise that 
the United States Administration has probably had its 
fill of monetary experiments, and is prepared to settle 
down upon the basis of a gold price of $35 per 
ounce. Yet can the Administration claim to be able 
to resist internal political pressure, and can it give the 
rest of the world a guarantee that in no circumstances 
will the relation between the dollar and gold be altered 
again? Unless it can give the rest of the world this 
assurance, and unless it can convince the rest of the 
world that it can keep its promise even against pressure 
from Congress, it is idle to say that currency stabilisation 
is practical politics. Finally, even if we can obtain these 
assurances from France and the United States, we have 
still to consider the needs of the sterling area. Hitherto a 
fair degree of equilibrium has existed within the sterling 
area, though the recent Danish exchange losses and the 
recent tightening up of the Brazilian exchange restrictions 
suggest that equilibrium inside the sterling area must not 
be taken as a matter of course. If these doubts exist 
under the elastic régime of sterling, it is all the more 
necessary for us to assure ourselves that they will not be 
accentuated under the more rigid régime of gold. If the 
stabilisation of the pound sterling in terms of gold was 
to lead to the immediate break-up of the sterling area, 
and to the instability of the currencies included in that 
area, we would not be contributing towards general world 
stability, but quite the reverse. 

Still let us assume for a moment that favourable 
answers can be obtained from France, from the United 
States, and from the sterling area. Even then there 
would be further points for consideration. First and 
foremost the maintenance of confidence and cheap money 
at home must override all arguments in favour of our 
return to gold. We must be satisfied that the stabilisa- 
tion of the pound will not necessitate an early increase in 
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Bank rate. This raises several questions of fact to which 
the Government knows or can find out the answers. First 
of all how much foreign panic money is in London to-day, 
and how much would be repatriated if the world returned 
to gold? In assessing this amount, foreign gold hoards in 
London can obviously be ruled out of account, for their 
removal would not directly affect the exchanges. Yet 
there must be substantial sums lodged with the British 
banks or invested in British securities, and much of this 
money would presumably be repatriated. The next point 
is how does this money compare in size with our total 
gold reserves? We must take into account the indis- 
pensable reserves of the Exchange Equalisation Account, 
as well as the known reserves of the Bank of England, 
and we are entitled to revalue that gold at a price which 
would correspond to the new parity of sterling. The 
real question is would those reserves be sufficient to take 
care of any repatriation of foreign funds from London and 
to leave us a sufficient gold reserve for our own needs? 
Unless the margin of gold was more than sufficient, we 
should be running a serious risk in returning prematurely 
to gold. 

In any case it would be running too great a risk to 
return to the full gold standard without an experimental 
period of de facto stabilisation. In our view Professor 
Rist lays too much stress upon the objections to de facto 
stabilisation, and we suggest to him that it is politically 
impractical to ask the British Government to forego 
this experimental period. Even after we have successfully 
passed through the de facto period, and have restored the 
gold standard, there are still strong arguments for keeping 
the Exchange Equalisation Account in existence. The 
main argument is that past experience has shown the 
necessity of differentiating sharply between the weakness 
of sterling arising from purely external causes, such as 
international movements of funds, and internal causes, 
such as too high an internal level of prices or immoderate 
speculation at home. Only the latter evils ought to be 
corrected by the traditional remedies of an increase in 
Bank rate or restriction of internal credit, and even then 
the restriction ought not to be general, but ought only 
to be applied in the particular fields where the over- 
trading or speculation is taking place. Withdrawals of 
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funds from London due to external causes alone ought 
not under the gold standard of the future to be corrected 
by deflationary measures at home, and the easiest way 
of getting over this difficulty is to keep the Exchange 
Equalisation Account in being, and to offset such 
movements by appropriate sales of gold or devisen by 
the Account. The vital distinction is that any loss of 
gold by the Exchange Equalisation Account would not 
affect the position of the Bank of England, and so would 
not affect the internal credit position. Gold losses by 
the Bank of England ought only to be permitted when 
the weakness of the exchanges can be traced back to an 
unhealthy internal situation. 

There is no doubt that a case for stabilisation can 
be made out, and perhaps it is now easier to make out 
the case than at any time since we went off gold four years 
ago. Yet we have shown that there are weighty arguments 
against precipitate action, and we are entirely in accord- 
ance with the Government in its refusal to be rushed. If 
we had to hazard a final judgment, we might be inclined 
to give the advocates of stabilisation the verdict upon 
theoretical grounds alone. On practical grounds, how- 
ever, and taking into account the special needs of 
Great Britain, we should be inclined to rule against them 
Few people will doubt that practical considerations to-day 
ought to be given the greater weight. 


Bankers and Stabilisation 
By Paul Einzig 


CCORDING to the popular belief, the London 
A banking community as a whole is definitely in 
favour of immediate and unconditional stabilisation 

of sterling. This is the impression gained from speeches 
and other public utterances of bankers. With very few 
exceptions, bankers never miss an opportunity to em- 
phasise in public the necessity of early stabilisation of 
sterling. The example of the chairmen of the Big Five, 
who since the war have adopted the habit of discussing 
in their annual addresses questions of monetary policy, 
has been followed by the heads of smaller banks so that 
it is nowadays hardly possible to read a report of a bank 
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meeting without discovering some reference to the neces- 
sity for immediate stabilisation. Also on the occasion of 
Lord Mayor’s banquets, annual bankers’ dinners, etc., 
most speakers do not fail to express their opinion that the 
Government should stabilise forthwith. 

And yet banking opinion on the subject is not nearly 
as unanimous as would appear on the surface. Even 
among the chairmen of the Big Five there is one who has 
always been known for his radical views on monetary 
policy. It is true that at the other extreme, leading 
clearing bankers are members of the Sound Currency 
Association and of the Friends of Economy Association. 
The fact remains, nevertheless, that the attitude of the 
heads of clearing banks is far from being unanimously in 
favour of immediate stabilisation. The number of 
directors and senior executive officials of the leading 
banks who are against immediate stabilisation is larger 
than most people realise. If in spite of this it hardly 
ever happens that well-known bankers express themselves 
against immediate stabilisation, it is because they are 
unwilling to antagonise their chiefs or their colleagues or 
their clients. The personal experience of the writer is 
that many bankers who would not think of committing 
themselves in public against an early stabilisation of 
sterling hold very strong views to that effect and do not 
hesitate to express them in private. 

Is it to the interest of bankers that sterling should be 
stabilised immediately? As far as clearing banks are 
concerned it is obvious that their prosperity depends 
mainly upon home trade, and only to a relatively small 
degree upon foreign trade. So long as home trade re- 
mains as prosperous as it is at present, the clearing banks 
are well in a position to earn a living in spite of the low 
interest rates. Admittedly, from the point of view of 
their earning possibilities, it may appear on the surface 
desirable to witness an increase of interest rates, and since 
immediate stabilisation would in all probability entail a 
higher Bank Rate, some bankers may be inclined to 
advocate stabilisation from that point of view. The 
predominant majority of bankers in favour of stabilisation 
are not, however, prompted by such selfish considerations. 
They duly realise that their meat would be the poison of 
industrial and commercial firms and that while higher 
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interest rates might increase their margin of profit, they 
would certainly tend to reduce their turnover and they 
would also increase their frozen assets. 

The position of banking houses is to a large extent 
different from that of joint stock banks. The former 
depend to a very large extent upon earnings from foreign 
trade and international financial transactions. Since it is 
assumed that stabilisation should be followed by a revival 
of international trade and finance, financial houses are 
almost unanimous in demanding immediate stabilisation. 

We may well ask, however, whether it is justifiable to 
take it for granted that stabilisation would lead to a 
revival of international trade and finance. All depends 
upon the conditions in which stabilisation takes place. 
If the currencies are stabilised in circumstances which 
tend to perpetuate the existing state of disequilibrium, 
then it is not justifiable to expect a substantial and lasting 
increase in the volume of foreign trade and international 
financial business. The countries whose currencies re- 
main overvalued will have to continue to defend their 
exchanges by means of restrictions and the rest of the 
world will have to follow their example. Moreover, 
stabilisation built upon disequilibrium would inspire 
distrust which in itself would go a long way towards 
preventing a true revival of international trade and 
finance. For this reason, those who believe that im- 
mediate stabilisation would bring back the pre-crisis 
prosperity of foreign business would be disappointed if 
their policy were to be tested in practice. 

Another question worth examining is whether banking 
houses really depend for their prosperity upon a revival 
of foreign operations. Doubtless since the contraction of 
foreign business they have been having a lean time 
although the decline in the volume of acceptance credits 
is largely compensated by the increase of the commissions 
they are in a position to charge. There is, however, 
nothing to take the place of their profits on international 
loan operations which in the existing conditions are 
practically non-existent. The remedy lies, however, to 
a very large extent in the hands of the banking houses 
themselves. Admittedly, there is at present not enough 
foreign business to go round. In face of this situation 
some of the banking houses spend their days in enforced 
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idleness which gives them ample time to complain about 
bad conditions and to pray for the return of the happy 
pre-crisis days. Other banking houses, however, employ 
their time much more usefully. Instead of living on 
hopes of a revival of foreign business, they are making 
serious efforts to increase their home business. Several 
acceptance houses and discount houses have made 
considerable efforts to popularise the use of the inland 
acceptance. In certain special branches these endeavours 
were remarkably successful. To mention only one new line, 
instalment selling has provided very useful material for 
the bill market. Experience has shown that even amidst 
the depression of the last few years, the percentage of 
defaults on instalment business was negligible. In any 
case, the bills bear the name of an instalment financing 
company of standing, in which case the risk is further 
reduced. Given the existing conditions in home trade, 
it may be said that these bills are as safe and sound as 
any first-class foreign bills which are accepted and dis- 
counted in London. 

Nor is it absolutely inevitable for issuing departments 
of banking houses to remain idle. It is true that there 
are no foreign loans, but there is ample opportunity for 
them to take up sound domestic issues. Before the crisis, 
industrial and other domestic issues were largely left to 
the care of second-rate, third-rate and hundredth-rate 
issuing houses. The leading firms were too busy issuing 
foreign loans to bother about such transactions. Since 
the crisis, however, one leading house after another has 
discovered that a good industrial or commercial issue 
may be just as profitable for them as a foreign loan 
transaction. As a result, we witness the flotation of 
domestic issues by banking houses which in the past 
would never have thought of taking an interest in such 
matters. They were compelled by sheer necessity to 
look for such new earning possibilitles, but once these 
were discovered, the banking houses found them a highly 
lucrative branch of activity. The chances are that the 
later the revival in foreign business takes place the more 
banking houses will benefit by the expansion of their 
home business. 

From this point of view alone it is against the interest 
of the London banking community to hasten the stabilisa- 
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tion of sterling, apart altogether from the fact that if 
stabilisation were to take place in the existing circum- 
stances, it would not lead to a substantial and lasting 
recovery in foreign business. 

In laying too much stress upon their opinion in favour 
of immediate stabilisation, bankers tend to accentuate 
the conflict between the City and the rest of the country. 
They convey the impression that the banking community 
is in favour of stabilisation even if it is highly detrimental 
to trade in general. They provide useful material to 
those agitators who for political purposes try to work up 
a feeling of hostility in the country against the City. 
From this point of view alone it is to the interest of the 
banking community to reconsider its attitude towards 
immediate stabilisation. 





The Silver Reaction 
[: April a continued rise in the price of silver, due 


entirely to American official silver purchases, 

culminated in the fixation by the American 
Treasury of its buying price of newly-mined domestic 
silver at 77°57 cents an ounce. Simultaneously the open 
market price in New York rose to 81 cents an ounce, 
while in London it rose to 36}d. per ounce. The London 
price was roughly twice that current only eighteen months 
before, and this inordinate increase had several far- 
reaching consequences. It gave rise to grave economic 
difficulties in China, coupled with a heavy drain of silver, 
and severe internal deflation. It forced Mexico to with- 
draw her silver currency from circulation and to sub- 
stitute paper notes and copper coins. It brought the 
world price to within measurable distance of the point 
at which it would pay to melt down rupees, thereby 
threatening the stability of India’s monetary system. 
Finally it gave rise to world-wide speculation in silver, 
which quickly assumed colossal proportions. 

This was the position that existed early in May, and 
we commented on it from the Indian point of view in 
the June issue of THE BANKER. Since then an interesting 
position has developed. Either the American Admini- 
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stration became frightened at the consequences of its own 
action, or it had the sense to realise that it was imprac- 
ticable either to establish the 3: 1 ratio of gold to silver 
stocks, laid down by the Silver > Purchase Act of 1934, or 
to force the price Up to the Administration’s declared 
objective of $1-29} per ounce. It is obvious that the 
enormous gold influx into the United States during 
April, May and June has placed a fresh obstacle in the 
way of the establishment of the 3:1 ratio; for every 
three ounces of fresh gold imported into the United 
States theoretically requires the acquisition of one ounce 
of silver. Hence while from time to time during the past 
two months the Administration has declared that it is 
carrying out the terms of the Silver Purchase Act, there 
is every reason to believe that it has been purchasing 
with a certain amount of caution. Moreover, the de- 
monetisation of the Mexican silver currency has released 
a new source of supply almost on the doorstep of 
Washington, and since the latter part of May the United 
States has largely been drawing upon Mexico for her 
imports of silver. The actual figures are very illuminating. 
During the week ended May 3 the total of American 
silver imports was valued at $2,198,000, of which 
$1,786,000 came from England, and only $48,000 from 
Mexico. By a fortnight later the total imports amounted 
to $5,741,000, of which $3,042,000 came from England 
and $1,273,000 from Mexico. For the week ended 
June I the total imports were $3,445,000, but those from 
England had fallen to $514,000, while those from Mexico 
had risen to $2,737,000. Mexico has continued to pre- 
dominate as the chief source of supply ever since, and 
taking May and June as a whole American imports were 
divided roughly in the ratio of 40 per cent. from Mexico, 
35 per cent. from England, and 25 per cent. from other 
sources. 

This diversion of American purchases from Mexico 
naturally affected the London market, for in normal 
times comparatively little Mexican silver finds its way 
to London. The consequence was that the London price 
began to sag, and bulls of silver throughout the world 
found that they were getting left high and dry. The 
course of London and New York market prices since the 
beginning of May is shown in the following table :— 
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London New York 
d. per oz. cents per oz. 
May I a “ ws c- wan 744 
a = ei ‘a es .. 32% 713 
» = ks es ‘i .. 35} 76% 
«5 22 ay ae is -- 34% 76} 
« a2 sa ed - .. 32% 738 
June 5 os “4 we -+ 33%% 72} 
o> Ks ‘is i .. 32% 73% 
» 1 $s ot “ -. 32% 724 
» 2 a os “a - 69? 
July 3 - + os a 69? 
ae ‘ 31} 68? 


The initial drop came at the end of May, and during 
early June prices remained fairly steady. At the end of 
June there was a further drop in London to 31d. per 
ounce, while on July 6, which was a Saturday, a critical 
position suddenly developed. It is customary for the 
price of silver to be “ fixed ’’ in London early in the 
morning, before New York is open for business. On 
July 6 it rapidly became clear that the London market 
was faced with a flood of selling orders and practically 
no buyers. Had the price been fixed on the basis of the 
business actually before the market, it would have been 
necessary to mark it down by perhaps as much as 6d. an 
ounce. A fall of this character would have destroyed the 
whole bull position in silver, and would have involved 
countless speculators in complete ruin. This would have 
had serious consequences throughout the Far East, and 
so the London silver market took the unusual step of 
postponing the fixing until they could communicate with 
the American authorities and inform them of the 
position. This was duly done, with the result that the 
agents of the American Treasury came in as substantial 
buyers, and it was only necessary to lower the price from 
31d. to 30}4d. an ounce. Exactly the same procedure 
had to be followed on July 8 and 9, and by the latter day 
the London price had been marked down to 30}d. per 
ounce. 

The total size of the official American purchases in 
London during the three days when the fixing was post- 
poned is unknown, but it is believed to be pretty con- 
siderable. According to American rumours these pur- 
chases amounted to something like 20 or 30 million 
ounces valued at $4 to $5-5 millions. It is common 
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knowledge that they were sufficient to affect the London- 
New York exchange, which rose sharply from $4°948 
to $4974, but although several millions of spot dollars 
were suddenly offered in London they were readily 
absorbed. Commercial interests, in fact, took advantage 
of this momentary break in the rate to cover dollars 
forward in some cases up to the end of the year. It must 
be emphasised that both the American silver purchases 
and the resulting fluctuation of the dollar were entirely 
artificial and possessed no economic basis. It is also 
believed that even at the end of these three days there 
was still outstanding a substantial bull position in silver 
running into many millions of ounces, and so there may 
easily be a repetition of this episode. 

There is little doubt that world silver position will 
continue to depend upon the actions of the American 
Administration, but it is also clear that the Administra- 
tion is beginning to find itself in a cleft stick. On the 
one side there are the American silver interests who, 
having once seen silver in New York up to 81 cents an 
ounce are not disposed to permit the Administration to 
let it fall again. On the other hand, the Silver States 
between them probably command directly no more than 
fourteen votes in the Senate, and the remainder of the 
United States may have had its fill of silver. Monetary 
manceuvres at Washington, in common with the other 
experiments of the Administration, perhaps no longer 
command the same popular support throughout the 
country as they did a year ago, while the American 
Treasury can fairly reply to the silver interests that it is 
its duty to the tax-payer to purchase its silver as cheaply 
as it can. Nor can the United States remain for ever 
indifferent to the difficulties of other countries. A recent 
report from Washington stated that President Roosevelt 
had appointed a special investigator to examine for him 
the reactions of the American silver policy upon China. 
It may also be assumed that even if she ever entertained 
the idea, the United States has abandoned all thought of 
using silver and the rupee as a lever against Great 
Britain. Yet large sections of the American public still 
have the idea that internal prosperity depends upon a 
high price for silver, and with the election due next year 
the President may find it difficult to ignore this feeling. 
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Amidst all these imponderables it is impossible to say 
what will happen in the future. Two facts, however, 
stand out. The first is that the big bull position of silver 
has by no means been liquidated. The second is that the 
world price of silver will continue to depend upon the 
vagaries of American political action and sentiment. 


Bankers and the Law 


By our Legal Correspondent 


F recent cases on banking law the most interesting 
() is McEvoy v. The Belfast Banking Co., Ltd.—a case 
from the Court of Appeal in Northern Ireland 
heard in the House of Lords. The ultimate tribunal up- 
held the decisions of the Irish Courts—both Chancery and 
Appeal—in favour of the bank, but dismissed the appeal 
and upheld those decisions on quite different grounds. 
From a strictly legal point of view these differences of 
opinion are interesting but not very important, depending 
on the proper inferences to be drawn from the facts. 
But in one respect the judgment of the House of Lords is 
of importance to bankers in that Lord Atkin discussed in 
some fullness the effect of dealing with a deposit balance in 
joint names “either or survivor.’’ The facts, as fully 
stated, are to be found in the official Law Reports in 
(1935) Appeal Cases, but for our present purpose they 
can be much compressed. Let us set them out. 

In July, 1921, John McEvoy, a widower over 60 years 
of age, carrying on business as a publican, a grocer and an 
undertaker, was mortally ill. His only son Joseph, then 
I5 years of age, was destined by him to carry on his 
business after his death and to be endowed with all his 
property. The first thing the father did was to try and 
avoid death duties upon £10,000 which he had on deposit 
with the defendant bank. He informed the bank 
manager that he intended to leave everything to his son 
but to be “ tied up”’ until his son was 25 years of age— 
others managing the business till then. In an attempt to 
evade the death duties on the £10,000 he made a re- 
deposit of that sum in the names of himself and his son. 
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The new deposit receipt was issued in the following 
form :— 
Belfast Banking Co., 
Newry. 
20th July, 192r. 
£10,000 
Received from John McEvoy, Esq., and Mr. 
Joseph D. McEvoy (a minor), Newry, the sum of 
ten thousand pounds sterling for credit in deposit 
account, not transferable. 
For the Belfast Banking Co., Ltd. 
W. H. Coleman (Manager). 


Payable to either or the survivor. 
This receipt must be produced when payment of 
either principal or interest is desired. 

And a separate deposit account was opened in the books 
of the bank in the names of father and son in accordance 
with the new receipt. In August, 1921, the father made 
his will which, after certain bequests, gave to the son all 
the residue to be held in trust by four executors and 
trustees until the son attained the age of 25 years and 
then absolutely to him, meanwhile the business to be 
carried on by a designated person. In September, 1921, the 
father died. The executors refused to return the £10,000 
as part of the assets and took probate for property stated 
to be valued only at £2,458 7s. 9d. Andin January, 1922, 
the executors induced the bank to allow them to open 
a new deposit account and obtained a new deposit receipt 
in their own names. (Surely a singular act on the part 
of the bank which is dealt with by the judgments later 
to be noted.) Young McEvoy, the son, was found to have 
been aware that his name was on the deposit receipt and 
that the purpose was the avoidance of death duties and 
also that the executors had had the amount transferred 
to their own names. He alleged that Mr. Coleman, the 
manager, was approached by him for an explanation, but 
Mr. Coleman denied that. Anyway, the boy knew the 
above facts, and after going back to school, he left in 
1923 and began to take a part in the business. He came 
of age in November, 1926, and had continued to take a 
prominent part in the business. In that year the bank 
was dissatisfied about the overdraft and from January, 
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1927, up to July, 1929, sums were drawn from the £10,000 
deposit to reduce it. The son knew of all these trans- 
actions, which were carried out for the business by 
arrangement with the executors whose signatures he 
procured. In November, 1930, the son became 25 years 
of age. 

Then someone thought of the terms of the joint deposit 
receipt “‘ payable to either or the survivor’ and young 
McEvoy sued the bank for the £10,000 under the original 
deposit receipt to which, of course, the answer was that 
as he had known, after his having attained his majority, 
of the manner in which that money had been dealt with 
to assist the business and had, indeed, by his express acts 
approved those appropriations, he could not afterwards 
sue the bank for the money so appropriated. 

The bank has won the case in all the Courts. Surely 
any other judgment would have been against all prin- 
ciples of law or equity. The odd thing about the case is, 
however, that there was so wide a divergence of opinion 
among the judges as to why the action must fail and the 
bank should succeed. Intention of “‘ advancement ”’ of 
the sum by making the joint deposit arose and the judges 
differed about that. Again, the question arose as to 
whether the contract created by the original deposit 
receipt (set out above) was a contract with the father alone 
or of such a nature that the son could (had he not 
ratified a contrary course) have claimed it. Here again 
there was difference of opinion. But by one road or 
another all the judges agreed that the son could not, on the 
facts of the case, recover against the bank. The two views 
worthy of note are those taken respectively by Lord Atkin 
on the one hand and by Lord Warrington of Clyffe on the 
other—the former a great exponent of the Common Law, 
the latter a recognized authority in Equity. 

Let us take the Equity view first. Lord Warrington 
(whose opinion was concurred in by Lord Macmillan and 
Lord Thankerton) said :— 


“The real question is not whether the appellant would, as the 
effect in law of the contract, have been held entitled to be paid the 
money by the respondents, but what in the view of a Court of Equity 
would be the position between him and the executors; would he 
be held entitled to retain the moneys, if so paid, for his own benefit, 
or must he hand them over to the executors to be dealt with as part 
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of the testator’s estate? The material circumstances are these: 
The money de posited was that of the father alone, the son was a mere 
volunteer. The intention of the father as to the disposition of his 
estate was clearly expressed at the interview of July 19th, 1921. The 
form of the deposit receipt in no way operated to alter this intention; 

it was adopted for another purpose. The money was entirely at the 
father’s disposal during his life. The will as actually made gives effect 
to the expressed intention of the father and there is no evidence of any 
animus donandi except subject to the testamentary directions. The 
residuary personal estate, including the deposit of £2,000 but excluding 
the £10,000 in question, was so smi ill that it is impossible to suppose 
that the testator deliberately intended to withdraw so important an 
item as the {10,000 from the fund to be administered by the executors 
and trustees until the son should attain 25 . . . Onthe whole I am 
satisfied that if the matter had been brought before a Court of Equity 
the decision would have been in favour of the executors, namely, that 
they alone were entitled to receive the money.” 


But in making this pronouncement, Lord Warrington 
gives the bank a rebuke as to its procedure in view of 
the wording of the original deposit receipt which it is 
well for bankers carefully to note. The learned Lord 
says :— 

‘““Most unfortunately, as I think, the officers of the respondent 
bank, by accepting and acting on the endorsement of the executors, 
chose, with, I cannot but infer a shrewd eye to the pecuniary interests 
of the bank, to decide the matter for themselves without taking any 
care to protect the interests of the infant appellant. The proper 
course in my opinion would have been either to institute proceedings 
making the executors and the infant by his guardian ad litem 
defendants, and asking for directions as to the disposal of the money, 
or to refuse to act except under the directions of the Court, leaving the 
executors or the infant to institute the necessary proceedings. In 
either case the infant would have been duly represented, he would 
become a ward of Court, a guardian would be appointed and due pro- 
vision made for his custody, maintenance and education, and generally 
for his protection. On his attaining 21 which happened on November 
14th, 1926, he would have the advantage of having been properly 
represented, and of obtaining any necessary information as to his 
rights under the will. Although, however, I think the bank acted 
without due consideration of the infant’s rights, the payments to the 
executors were in my opinion in accordance with their rights, and the 
irregular action of the bank cannot affect the validity thereof. 


It will be seen that Lord Warrington, proceeding upon 
Equity reasoning, does not need to discuss the very 
important question of general application to bankers 
dealing with deposits in joint names. He says the “ legal 
and technical effect of the contract evidenced by the 
deposit receipt is, I think, doubtful. Did the father 
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purport to act as agent for his infant son so as to make the 
latter a party to the contract, or was the contract made 
with the father alone for the benefit of the son as a 
third party? In my opinion it is unnecessary to answer 
this question.”’ 

This brings us to the valuable opinion of Lord Atkin— 
valuable because it does address itself to this question, 
which is of great importance as applied to a deposit 
receipt in such a form. Lord Atkin, in his speech, dealt 
fully with this question. His Lordship said :— 


“T am compelled to notice an elaborate argument addressed to 
this House on behalf of the bank to the effect that the legal title never 
was in the son. It is said that the effect of the contract created by the 
deposit of £10,000 by the father in the names of himself and his son, 
the opening of the joint deposit account and the giving and acceptance 
of the deposit receipt was the formation of a contract between father 
alone and the bank. Neither the father nor the bank, it is said, pur- 
ported to contract for or with the son; the son was a third party who 
could acquire no rights against the bank. It was as though the father 
had opened an account in his own name making the sums payable to 
himself or his son, in which case it was said the son would clearly have 
to prove an independent contract between himself and the bank 
before he could sue the bank. My Lords, this contention seems to me 
to raise the one question of general importance in the case. It involves 
the whole question of the legal relations created by a bank deposit in 
this form. The argument, if correct, appears to me inconsistent with 
well-established banking practice and likely to impair the confidence 
in deposits made in joint names. I consider it to be quite unfounded. 
It is, I think, significant that there appears no trace of such an 
argument having been put forward in the Courts below. It would not 
have been attractive hearing for customers or potential customers of 
the bank in Belfast. It seems to have been reserved for the rarer 
atmosphere of your Lordships’ House. 

“The suggestion is that where A deposits a sum of money with his 
bank in the names of A and B, payable to A or B, if B comes to the 
bank with the deposit receipt he has no right to demand the money 
from the bank or to sue them if his demand is refused. The bank 
is entitled to demand proof that the money was in fact partly B’s, 
or possibly that A had acted with B’s actual authority. For the 
contract, it is said, is between the bank and A alone. My Lords, to 
say this is to ignore the vital difference between a contract purporting 
to be made by A and B with the bank to pay A or B. In both cases 
to be made by A with the bank to pay A or B and a contract purporting 
of course payment to B would discharge the bank whether the bank 
contracted with A alone or with A and B. But the question is whether 
in the case put B has any rights against the bank if payment to him 
is refused. I have myself no doubt that in such a case B can sue the 
bank. The contract on the face of it purports to be made with A and 
B, and I think with them jointly and severally. A purports to make 
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the contract on behalf of B as well as himself and the consideration 
supports such a contract. If A has actual authority from B to make 
such a contract, B is a party to the contract ab initio. If he has not 
actual authority then, subject to the ordinary principles of ratifj- 
cation, B can ratify the contract purporting to have been made on 
his behalf and his ratification relates back to the original formation of 
the contract. If no events had happened to preclude B from ratifying, 
then on compliance with the contract conditions, including notice 
and production of the deposit receipt, B would have the right to demand 
from the bank so much of the money as was due on the deposit account. 

‘‘In my view, therefore, if nothing had happened to prevent the 
son from ratifying the contract, he could sue the bank on the original 
deposit account. It would be no answer to say that the bank had 
paid the executors, for the contract was not to pay to the executors 
of either of the two names, but to the survivor. I think the case 
is rightly put on ratification, for I can find no sufficient evidence 
that the father had the actual authority of the son to enter into this 
contract on the son’s behalf.” 


The noble Lord goes on to show that the son, by his 
conduct, had led the bank to believe he approved of the 
transactions with the deposit moneys and never acquired 
the right to sue the bank on the contract created by the 
original deposit. 

During many years past the banker has had only 
too bad an experience in the Courts on questions affecting 
the degree of oversight they are to exercise in dealing with 
a customer’s account. The doctrines of negligence and 
constructive trust have been pushed hardly in banking 
cases. But there are happier incidents, when the general 
attack of the litigant upon the banker fails. Such an one 
is a decision by the Court of Appeal, reported in the current 
volume of The Times Law Reports, Vol. 51 at p. 24. 
The point in this case was whether certain payments 
into a current account constituted fraudulent preferences 
of the bank and/or of a guarantor of the account. Mr. 
Justice Clauson, in the Chancery Division, answered the 
question in the affirmative, but the Court of Appeal 
unanimously reversed him, thereby upsetting a decision 
that would have put a banker in an impossibly difficult 
position. Let us state briefly the facts of this case—Jn re 
J. S. Lyons—ex parte Barclays Bank Limited v. The 
Trustee. The bankrupt had had a permitted overdraft 
of £2,000 secured by the personal guarantee of his father. 
As from March, the bankrupt knew he was insolvent; a 
petition was presented in October and a receiving order 
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made in November; then adjudication in November. 
After bankruptcy, the trustee found that by the end of 
August the debtor had ceased to pay any of his debtsowing 
to the general body of creditors, but he had in fact paid 
into the credit of his account moneys collected from his 
debtors. By reason of these credit payments the overdraft 
was reduced by the sum of {£698 4s. 5d. at the time of the 
petition in October, leaving {1,301 15s. 7d. overdraft 
which his father as guarantor duly paid off to the bank, 
Now, said the trustee, those credit payments, amounting 
to £698 odd, all went to relieve the father or the bank; 
and he asked for a repayment of that sum from the bank 
as payment made in fraudulent preference. The judge 
below agreed with the trustee and drew what he called ‘‘a 
fair inference ’’ that as the debtor as from August paid 
none of his creditors but paid debts he collected into his 
account, his dominant intention was fraudulently to 
prefer the bank and the father as guarantor. The 
Court of Appeal took the view that there was no sufficient 
evidence from which to infer that the dominant intention 
was to prefer creditors but only the ordinary working of 
acurrent account. To prove such a dominant intent, one 
must have either direct evidence or a clear inference —the 
burden of proof being on those who allege such an intent. 
Citing a well-known case, Lord Hanworth (Master of the 
Rolls) thus puts it: “‘ Where there is not direct evidence 
and there is room for more than one explanation, it is not 
enough to say, there being no direct evidence, the inten- 
tion to prefer must be inferred.’”” And here there was 
no evidence save the ordinary working of an account 
which the bankers could not control and which working 
did not necessarily involve any dominant intent to 
“ prefer.” 


The Moral of Twenty-One Years 


By Douglas Jay 


GREAT deal has been learnt in the last 21 years about 

A monetary phenomena and monetary policy ; indeed 

in 1914, the importance of monetary policy was not 

really understood at all. The function of a central bank, 

it was generally assumed, was to maintain the gold value 
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of the currency; and the function of the Treasury was 
to balance the Budget. Given these two conditions, 
business was supposed to be able to look after itself. We 
now know that this was a very superficial reading of the 
problem. We have learnt in the last twenty years that 
monetary policy exerts a profound and often dominating 
influence on the profitability of industry and conse- 
quently on the volume of production and employment, on 
social conditions and so in turn on the course of politics. 
And we have learnt that a mere balancing of the Budget 
and maintenance of the gold value of the currency is not 
by any means always the quintessence of financial wisdom. 

It is the great merit of Dr. Einzig’s new book* that 
he recognises the importance in monetary problems of 
learning from bitter experience. His book is at once 
a summary of the financial and economic history of the 
last 21 years, and an attempt to mark, learn and inwardly 
digest the lessons of those eventful years. Dr. Einzig’s 
story is in places perhaps a little slapdash; and his 
theorising does not rise to those high altitudes on which 
the subtleties of ‘‘ forced saving,” the “‘ natural rate of 
interest ’’ and such refinements are discussed. But he 
has the knack none the less of seizing on the really signi- 
ficant factor in a situation or an argument. As a result 
his book is illuminating and stimulating, as well as 
highly readable. 

Dr. Einzig divides the years 1914-35 into four periods : 
inflation (1914-25); stabilisation (1925-29); deflation 
(1929-31); and reflation (1931-35). The war-time infla- 
tions, he points out, embraced almost all the principal 
countries in the world. Bank credit was expanded to 
finance unavoidable Government expenditure, and when 
the new money was spent, prices naturally rose. The 
process, Dr. Einzig thinks, was an inevitable one, given 
the necessity in each country for prosecuting—and paying 
for—the war. Nor was great harm done by the inflations 
in the first instance. The fall in the value of money 
resulting from the inflation itself helped to modify the 
real burden of the huge new debts, or “ fictitious wealth,” 
that had been created. The trouble came, in Dr. Einzig’s 
opinion, after the war when the monetary authorities of 








* “World Finance since 1914” by PavL Exyzia. Kegan Paul. 
318 pages. 12s. 6d. 
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certain countries, including Great Britain, decided to 
restore the old gold value of the currencies. This meant 
a huge fall in commodity prices and a rise in the value of 
money, without any reduction in the monetary total of 
the debt. There is much truth in Dr. Einzig’s view that 
the rise in commodity prices to the 1920 level was the 
natural and necessary cure for the enormous new debt 
burden. He points out that those countries like France 
and Belgium which avoided both the deflation that befell 
Great Britain on the one hand, and the high inflation 
which befell Germany and Austria on the other, were 
comparatively prosperous in the years 1920-1929. 

Dr. Einzig’s fundamental contention is that a country’s 
prosperity ultimately depends on the adjustment of its 
price level and its cost (including debt) level to one other. 
This is again illustrated by his story of the “ stabilisation ”’ 
of 1925-29. In this country, for instance, as is now gener- 
ally admitted, the selection of the pre-war gold parity 
of the pound was a mistake since it involved a price 
level some 10% below the existing cost level. The 
“orthodox ”’ cure for this would of course have been a 
reduction of the cost level. But this would have meant 
a reduction of the money incomes of certain people who 
saw no reason why they should be singled out for sacri- 
fice. They resisted, and resisted successfully ; and even- 
tually it was not their money incomes but the gold parity 
of the pound that gave way. 

This brute fact is perhaps the greatest lesson of the 
post-war period in the entire field of economic and mone- 
tary problems. It is no good expecting the whole 
structure of money incomes to adjust itself to some 
arbitrary value imposed on a currency by a false stabili- 
sation. It does not do so, even in the most undemocratic 
states; and since it does not, the alternative of adjust- 
ing the value of the currency to the level of the 
money incomes may easily become the easier and there- 
fore the better of the two. The same point was proved 
once again by the deflation of 1929-31 which Dr. Einzig 
very vividly describes. Prices were falling for one reason 
or another (and what the reason was Dr. Einzig does not 
very clearly establish). But they were falling, and 
falling below costs. Profits were consequently vanishing 
everywhere and depression and unemployment appearing. 

L2 
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The “ orthodox ’’ remedy was to cut costs, including 
wages, and hope that they would thus catch up with 
prices. 

In general we may say that four main remedies have 
in fact, been tried by the different countries. First, the 
present gold countries, and Germany up to 1933, adopted 
the orthodox remedy ; they cut costs and took no steps to 
raise prices. Second, Australia and certain other coun- 
tries both cut costs and took steps to raise prices. Third, 
this country did not cut costs drastically but did take 
steps to raise prices—for this was the effect of the depre- 
ciation of sterling. Fourth, America since 1933 has both 
raised costs by N.R.A. and has taken various steps to 
raise prices. The effects have been most interesting. The 
first method resulted in intensified depression ; the second 
and third in recovery; and the fourth in stagnation. 

The moral of this most illuminating laboratory 
experiment would seem to be that in a depression it is 
best to leave costs and wages where they are and take 
active steps to raise prices—as long as they are raised by 
increasing demand and not decreasing supply. And 
this is the moral which Dr. Einzig draws from his most 
absorbing narrative. Common sense confirmsit. For the 
effect of reductions in cost is to reduce money incomes 
and therefore purchasing power so gutckly that prices fall 
further and profits fail to appear. If prices would stay 
fixed for six months, all would be well. But they do 
not, as the last five years have abundantly proved. Itis 
not always realised that in the present depression no 
single country has tried the deflationary cure and suc- 
ceeded. The whole sterling area, America, Germany, 
Italy, Belgium and S.E. Europe tried it; but abandoned 
it before recovery came. Only France, Holland and 
Switzerland are still trying it, and most people outside 
those countries will agree with Dr. Einzig that they have 
little if any chance of success. 

The process of raising prices and leaving costs alone, 
or “reflation,” is described by Dr. Einzig in his last 
section. He thinks that the alteration of the value of 
a currency is a better method than public works expen- 
diture because the latter increases the debt burden. 
Probably the choice here must depend on political and 
psychological differences between different countries. 
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Dr. Einzig also repeatedly asserts that reflation can only 
succeed if it is accompanied by “ economic planning,” 
but he does not explain what this now rather hackneyed 
phrase means. This is one of the weak points of the 
book. 

He is on strong ground, however, in his central thesis 
that when a serious change in the international price level 
makes it necessary for a country to readjust its cost 
levels, it may be easier to do this by altering the value of 
the currency than by altering money incomes wholesale. 
This means of course that immutably fixed gold parities 
would play little or no part in the world’s future monetary 
system. It does not mean, however, that gold parities 
may not be left fixed for long periods in order to secure 
the very great benefit of stable exchange rates. The most 
reasonable compromise Dr. Einzig thinks, is a system of 
gold parities which can be moved but not too often or 
too widely. This is a plan which is finding more and 
more support. 


The Place of Thrift in National Life 
By W. M. Dick 


*,.*This essay was awarded first prize in the senior section 
of the Sir Thomas Jaffrey competition, open to Savings Bank 
Officials in Great Britain. 


O determine the place of thrift among the multi- 
farious factors that go towards the making of the 
life of a nation, and to assess its importance in 
reiation to those other factors, one must proceed warily, 
Caution is necessary if the labyrinth of economics, ethics 
and psychology are to be successfully negotiated. Cause 
must not be confused with effect or we may credit thrift 
with attributes which it does not possess or, on the other 
hand, give it a place less than its due. 
Much has been spoken and written of the high moral 
value of thrift and there is a considerable amount of 
opinion, especially in ethical circles, that thrift occupies 
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the important place it does by reason of its possessing 
that particular value. No one will refute the statement 
that it is prudent to be thrifty; nor any that it entails 
self-denial and careful management : and these are virtues 
admirable both in individuals and communities. But 
it does not follow that a man sets out on the hard road 
of thrift in order that he may improve himself morally 
or that he may attain to virtue. It may be argued, and 
quite reasonably, that his objects might be altogether 
the reverse of virtuous. 

There are several kinds of thrifty people, all actuated 
by different motives. No statistician can classify 
them for us. We cannot tell, we cannot even estimate 
what proportion of the whole are thrifty because of the 
moral value involved. It would be unwise, and possibly 
quite inaccurate, to say that thrift is recognised as an 
important factor in national life because of the moral 
value that, in some cases, it undoubtedly has. 

As stated above, thrift implies careful management. 
It is reasonable to assume that a man who is careful in 
the management of his own affairs possesses the qualities 
of a good citizen; and anything that encourages the 
development of those qualities is worthy of a prominent 
place in the life of the community. Here again, however, 
it is dangerous to make a sweeping statement. A man 
may manage his private affairs with the utmost care and 
yet have no thought of benefiting the community or 
contributing in any way to the common good. His 
main object may be, and in all probability is, to benefit 
himself; any benefit accruing to the community being 
purely incidental and not a result of deliberate planning 
on his part. 

Thus we have an altogether selfish motive to place 
beside the ‘“‘ moral value”’ theory and it is difficult to 
see how they can be reconciled. One cannot be associa- 
ted with the other without violating the laws of ethics, 
yet they are both thrift motives, the former, i.e. the 
selfish motive, possibly being the stronger. The latter, 
while still a motive, might more accurately be regarded 
as being in some degree the effect of thrift. 

Neither of these theories, then, can claim with justi- 
fication to be solely, or even mainly, responsible for the 
creation of thrift as a factor in the national life. The 
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most that can be granted is that their separate influences 
have been contributory. To what, then, does thrift owe 
its place in the national life; what is its place? 

Thrift must be stripped of its motives and shorn of the 
qualities it has acquired and developed, if answers are to 
be found to these questions. If we deliberately omit the 
finer impulses we find that, fundamentally, thrift is a 
form of the age-old policy of self-preservation. Man’s 
natural desire for security schools him in the ways of 
frugality. By this means he endeavours to provide for 
himself in his old age or in the event of incapacitation ; 
he dreads the operation against himself of the law of the 
survival of the fittest. 

It is quite natural therefore, that he should take the 
warmest interest in any matter pertaining to the tangible 
results of his frugality. Those tangible results are 
to a very large extent represented by the ever increasing 
volume of money that finds its way to the various 
thrift agencies throughout the country. The safety of 
that money, and the absolute certainty that he may 
call on it whenever he wishes to do so, are matters 
of the utmost importance to the person who has denied 
himself some of the luxuries of our time in the laudable 
desire to attain a measure of financial independence. 
Of no less importance, however, is the surety that his 
savings will not have depreciated as a result of some 
jugglery in national finance. 

It is a flagrant and unforgivable breach of trust 
when governments indulge in unwise inflation and 
uneconomic borrowing. To mortgage the future and to 
draw on capital for current needs are practices lacking in 
foresight and dangerous in the extreme. Such practices, 
not unknown in even the best circles, create a feeling of 
uneasiness and help not at all to strengthen and maintain 
the confidence that presumably is their object. 

It is the anxiety of that great body of thrifty people 
for the safety of their savings that makes thrift an increas- 
ingly important factor in national life. Thrift is the 
ballast in the ship of state; it provides stability. It isan 
effective drag on ill-considered ventures, be they private, 
municipal or governmental. It is constantly combating 
waste and extravagance. The man who has something 
at stake cannot help but take an intelligent interest in 
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the affairs of the country. His sense of responsibility 
increases with his savings. 

Only if they held helots were the Lacedaemonians 
entitled to the privilege of voting in the assemblies, 
To-day, in our own country, the extension of the franchise 
has included very many whose only qualification is that 
of age. It is well that there is a large and powerful body 
of people who, having earned the right to a voice in the 
nation’s affairs, use it with a proper respect for sane 
and honest government. It is very much in their own 
interest to do so. Whether they like it or not, the 
safety of their savings is inextricably bound up with the 
soundness and probity of the nation. 

It would be interesting to know—though impossible 
to discover—just how much the present National Govern- 
ment owes its huge majority to the statement made by 
Mr. Runciman and subsequently confirmed by Lord 
Snowden, on the eve of the General Election in 1931. 
His cold announcement must have sent a shudder through 
the whole country. The savings of the people were in 
danger, and in almost the same breath he mentioned the 
Post Office Savings Bank. That great organisation which 
operates in every corner of the country is the custodian 
of the life savings of a quite amazing number of people; 
more than 9,000,000 depositors were directly affected. 
Few other announcements could have spurred the electo- 
rate to action as did that one. Confidence in leaders and 
policy was shaken and when Parliament re-assembled the 
benches were filled by members sent there to reconstruct 
and, probably of greater importance, to stabilise. 

A somewhat similar occurrence is still fresh in the 
minds of the French people. The suspicions that were 
aroused in connection with the recent Stavisky case 
caused the fall of the Government. The cabinet found 
it impossible to stand the criticisms of the people who 
had lost confidence in them and who were apprehensive 
of the safety of their savings. These two illustrations 
serve to show that thrift is an economic factor of some 
consequence playing a not inconsiderable part in stabi- 
lising the financial life of the nation. 

No great imagination is needed to discover ways in 
which this factor operates, quite unostentatiously— 
except in rare cases such as those quoted above. It 
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insists that those entrusted with the spending of the 
nation’s money perform their high task with a due regard 
to the ability of the people to bear the burden. It is 
intolerant of waste, and does not lightly acquiesce in the 
disbursement of large sums of the tax-payers’ money for 
the promotion of schemes the success of which is largely 
a matter of conjecture on the part of the promoters. 

The prudent man has no respect for the spendthrift, 
but he does not necessarily adopt the role of reformer 
towards him. When, however, the spendthrift is the 
Government or the municipality his duty becomes clear 
and he does not hesitate to act. The nation owes a 
great deal to that mass of people who have acquired a 
sane economic education while practising the art of thrift. 

Thus we find that the fundamental motive of thrift 
in the individual, i.e. self-preservation, becomes in the 
larger issue, the individual’s interest in the preservation of 
the nation. This state of affairs may be reached by way 
of the whole gamut of impulses from selfishness to 
patriotism. 

While maintaining that the contribution of thrift 
to the economic life of the nation in inducing stability 
is one of vital importance, it would be wrong to suppose 
that to be the only way in which it affects national life. 
As an educational force it is of the utmost value. It 
is not too much to assert that the inculcation of the 
thrift habit is a matter of national importance. 

In these days of state assistance there is a very grave 
danger of the old spirit of independence disappearing. 
The really poor are always with us and it is mght that 
their welfare should be the concern of the state; but 
there is fast growing up a generation, victims of the 
industrial depression, who regard the state as an inexhaust- 
ible provider. This tendency to rely on assistance from 
the public funds rather than on personal effort is a serious 
thing for the country. The financial burden is consider- 
able but the weakening of the moral fibre of the people 
is a matter beyond calculation. 

Reporting on this phase of the subject to the Second 
International Thrift Congress, Mr. Thomas Henderson, 
Actuary of the Glasgow Savings Bank, said that the 
doctrine that the wherewithal to a full and joyous life 
would fall like dew from heaven upon all alike, was 
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alluring and attractive but that there could be no real 
increase in the standard of living unless by a careful 
control over desire, and, in turn, of expenditure. Some- 
what similar sentiments were expressed by Mr. Francis 
Beattie, Deacon-Convener of the Trades of Glasgow, at 
the Annual Meeting of the Glasgow Savings Bank early 
this year. He said that what was needed in the world 
to-day was a renewed sense of responsibility, and he 
recommended the encouragement of the thrift habit as 
a way in which that sense could be developed. In 
counteracting this drift towards improvidence and irre- 
sponsibility, thrift is performing a service of real worth. 

We find therefore, that thrift, besides being an 
economic factor of some magnitude, appears as a social 
factor engaged in the constant drive for the betterment 
of the people. It will not be inappropriate to quote at 
this point the words of Mr. Geo. Elkington in his story of 
the origin and growth of the National Building Society. 
‘‘ The possession of a stake in the country is a powerful 
stimulus to good citizenship, and the building society 
movement, in furthering this development, has performed 
a service of incalculable value to the stability and well- 
being of the community.” A nation whose citizens have 
formed and developed the habit of personal thrift possesses 
an asset that cannot be measured in terms of money, 
but in human happiness. 

There are in this country powerful and well-organised 
agencies that preach the gospel of thrift throughout the 
length and breadth of the land. Two of these, the Post 
Office Savings Bank and the Trustee Savings Banks, 
are entrusted with 768 million pounds of savings. To 
these and all the other thrift agencies the nation owes 
a deep debt of gratitude for the splendid contribution 
they make to the economic and social life of the country. 










































Appointments and Ketirements 


Barclays Bank (D.C. & O.) 


Sir John Caulcutt has been elected Deputy Chairman 
of Barclays Bank (Dominion, Colonial and Overseas) in 
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succession to the late M. Raoul Hector Foa, whose 
death was recorded in the June issue of THE BANKER. 
Mr. Harry Robert Bradfield and Mr. Julian Stanley 
Crossley have been appointed General Managers of the 
Bank. 

Sir John Caulcutt joined the London and South 
Western Bank in 1891, and was appointed Manager of 
the Bank’s first foreign branch when it was opened in 
1911. In 1917 he was appointed Deputy General 
Manager’s Assistant and on the amalgamation of the 
London Provincial and South Western Bank with 
Barclays Bank in the following year, he became an 
Assistant General Manager. In 1920 he became a 
General Manager and on Mr. W. Favill Tuke’s retirement 
in 1925 became the Senior General Manager. Sir John 
has also recently been appointed President of the 
Institute of Bankers. 

Mr. Bradfield entered the service of the London and 
Provincial Bank in 1895 and had a number of years’ 
experience at the Head Office. He carried out a great 
deal of important work in connection with the amalgama- 
tion with the London & South Western Bank, as well as 
between the combined institution and Barclays and, 
shortly after the latter event, he became Joint Registrar 
of Barclays Bank Limited. He continued to serve in that 
capacity for some time, during which his experience was 
of the greatest value in the work arising from the acquisi- 
tion of controlling interests in the British Linen Bank 
and the Union Bank of Manchester. He then relinquished 
the position in order to engage in inspection duties, but 
in 1921 he was appointed a General Manager’s Assistant 
and in 1925 an Assistant General Manager. On the 
formation of Barclays Bank (Dominion, Colonial and 
Overseas), in 1926, he resigned his appointment with the 
parent Bank in order to take up a similar position in the 
new affiliation. 

Mr. Crossley began his connection with Barclays Bank 
in 1921. He spent some time in Egypt and Palestine as 
a representative of the Bank. He was appointed an 
Assistant General Manager of Barclays Bank (Dominion, 
Colonial and Overseas) earlier this year, and now, in 
company with Mr. Bradfield, succeeds Sir John Caulcutt 
as General Manager of the Bank. 
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Lloyds Bank Limited 

Mr. Robert Sherrer Boyt has been appointed Chief 
Controller of Lloyds Bank Limited, Head Office, in suc- 
cession to Mr. E. R. Brown, who has retired after 
45 years’ service with the Bank. 

Mr. Boyt was born in 1877 and educated at King 
Edward VI School, Southampton. His first banking 
appointment was in 1895 with the Wilts and Dorset 
Bank at Trowbridge, and in 1908 he was made an 
Inspector at the Salisbury branch. In 1914 he was 
appointed Inspector of Lloyds Bank, Limited, at the Head 
Office, becoming a Controller of the Advance Department 
in 1919 and Assistant Chief Controller of the same 
department in 1931. He is a certificated Associate of 
the Institute of Bankers and has been a lecturer on 
Bankers’ Advances to the Local Centres of the Institute 
of Bankers. For many years he was Chairman of the 
Bankers’ Consultative Committee to the London County 
Council (Education Department). Mr. Boyt is a keen 
golfer and has won the Bank’s “ Janson ”’ Cup three times. 


American Banking 


By a Correspondent 


TATISTICALLY there were no important changes 
~ in the American banking position during June and 

the early part of July. Further large imports of 
gold from abroad in the first half of June lifted the 
monetary gold stocks of the country above $9,100 millions, 
reflecting a gain of over $2,000 millions since devalua- 
tion on January 31, 1934. As a result of these imports 
the excess reserves of the commercial banks rose to 
above $2,500 millions by mid-June, a figure sufficient 
to support about double the present volume of bank 
deposits, or roughly, $75,000 millions. In the first 
week of July these reserves were drawn down to some 
$150 millions below the peak, but neither the rise nor 
the subsequent fall had any material influence. 

As has been the case in most recent months, it was 
politics rather than financial affairs, which most concerned 
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the banking community. In that field there were two 
developments of importance. The first was a series of 
events which appeared to indicate an_ increasing 
weakening of the President’s position. The second was 
the redrafting of the Banking Act of 1935 by the Senate 
Banking Subcommittee, under Senator Carter Glass, 
greatly altering the character of that measure, and pro- 
viding for the return of banks of deposit to a limited 
participation in the securities business. 

President Roosevelt’s ‘ share-the-wealth ”’ tax pro- 
gramme, announced in the third week in June, alienated 
his last supporters in the financial community and turned 
against him some influential sections of the press which 
had previously supported the main features of his pro- 
gramme. His apparent efforts to force the legislation, 
without proper consideration, through Congress in a few 
days resulted in a serious political defeat, and eventuated 
in the unhappy prospect of a Congressional session 
lasting throughout the summer. On top of this, early in 
July, came the most serious defeat that the President 
has yet received in Congress, the rejection by the House 
of Representatives of his demand for legislation which 
would result in the eventual dissolution of all utility 
holding companies. 

These developments, combined with minor incidents 
of the period, seemed to convince business and financial 
leaders that compromise with the President’s programme 
was no longer possible. At the same time they gave rise 
to the hope that the President might be sufficiently 
weakened to be thwarted in his programme or even 
defeated in next year’s election. The net result was a 
noticeable improvement in confidence, in spite of the 
uncertainties of the period. 

The Senate Banking Sub-committee in its revision of 
the Banking Act of 1935 adopted many of the recom- 
mendations that had been put forward by bankers in 
the intensive campaign against the measure last May. 
But the inclusion in the measure of permission for banks 
of deposit to underwrite new security issues and, in a 
measure, even to originate them, threatened to bring on 
a new controversy involving the bankers themselves. 

The new proposals appear particularly suited to 
restore to the firm of J. P. Morgan & Co. a large part of the 
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security business which that firm was compelled to give 
up under the Banking Act of 1933. That firm would also 
be helped by another section of the revised bill per- 
mitting interlocking directorates among banks. The 
banking community is split over the measures. Invest- 
ment banking houses, for the most part, resent the 
prospect of a return of the deposit banks to the securities 
business, foreseeing a revival of the old control which 
these institutions exercised. Mr. Winthrop W. Aldrich, 
Chairman of the Chase National Bank, who, it will be 
recalled, demanded the separation of deposit banking 
and investment banking in his programme of reform 
issued during the banking holiday of 1933, will be certain 
to oppose the new plan, and there is in prospect a revival 
of the Chase-Morgan feud which sprang up following Mr. 
Aldrich’s declaration in 1933. Whether or not the pro- 
vision remains in the Bill, it is plain that a disuniting 
factor has been introduced into the relationships of the 
banking community at a time when some progress was 
apparently being made in getting bankers to work 
together in meeting the problems raised by political 
proposals for changes in the banking system. 

The half-year statements of the banks have revealed 
a general reduction in holdings of cash and arise in 
holdings of United States Government securities. Changes 
in deposits have been highly irregular, the average being 
slightly higher than at the end of last year, so far as the 
large Wall Street banks are concerned. 

According to the reports of seventeen of the New 
York Clearing House banks their total resources at the 
end of June were $11,225,191,000, a decrease of 
$35,301,000 or 0-3 per cent. compared with December 31 
last. Their total deposits were $9,542,436,000, showing 
an increase of $25,891,000, or 0-25 per cent. in the half- 
year. 
The banks reported a drop of 12 per cent. in cash 
and a rise of 7-6 per cent. in holdings of ‘‘ governments,” 
while loans and discounts were up 2-5 per cent. The 
proportion of total resources held in the form of cash 
fell from 26-3 per cent. at the end of last year to 23-2 per 
cent., and the proportion held in Government securities 
rose from 30:4 per cent. to 32-8 per cent. 

Movements of bank credit for the country as a whole 
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have disclosed no change in the past month from the 
previously prevailing trend. There has been a further 
rise of deposits and another increase in investments, 
principally investments in Government securities, but 
loans of a business character have undergone continued 
reduction, and at the end of June were slightly below 
the levels of a year ago. 

The following table shows the principal changes in 
the deposits and loans and investments of reporting 
member banks of the Federal Reserve System in 91 
leading cities as of June 26, compared with a month 
and a year ago. 


(In millions of dollars) 
Increase or decrease 
since 
June 26, May 29, June 27, 
1935 1935 1934 

Net demand deposits . . ry ». 15,423 + 420 + 2,919 
Total loans and investments .. 18,663 + 192 + 926 
Loans on securities .. sia .. 3,061 + 7 — 468 
Other loans... ne oP .. 4,483 75 ~- 2 
U.S. Government direct obligations 7,407 +- 196 + 742 


' 


Other securities ma a + S558 + 64 + 654 


Late in June Congress passed a resolution extending 
for 60 days the life of the temporary Federal Deposit 
Insurance fund which, without this action, would have 
been supplanted on July 1 by the obnoxious permanent 
plan contemplated in existing legislation. Without 
this extension of the temporary plan there might have 
been witnessed a decisive test of the legality of deposit 
insurance, for the leading bankers, smarting, as they 
were at that moment, with indignation at the President’s 
share-the-wealth tax plan, were prepared to refuse to 
join the permanent plan and to test in the courts the 
power of the Government to compel them to do so. 
This opportunity to challenge a part of the New Deal 
banking legislation would have been welcomed in some 
quarters. But with the extension of the temporary 
plan until the end of August the opportunity slipped 
by. Congress will now have time to take action 
on the Banking Act of 1935 which provides for a 
new system of deposit insurance, following the general 
lines of the temporary plan. Nevertheless, it is not 
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unlikely that bankers, in their present mood, will soon 
make some attempt to challenge portions of the recent 
banking legislation. The basis for a suit to test the 
constitutionality of the temporary plan of deposit 
insurance has been laid by one small national bank 
which has consistently refused to join the fund and has 
been endeavouring to taunt the Government into taking 
action against it. 










French Banking 
By M. Mitzakis 
D inane the month of June the French money 






market was less stringent than in May. The 

volume of resources was, nevertheless, very re- 
stricted, and borrowers found it difficult to raise the 
funds they required. As a general rule, the only sources 
from which they were able to obtain credit were the Bank 
of France and the Caisse des Depéts et de Consignations. 
The commercial banks were prevented by the decline in 
their cash resources from assisting the market. 

The constitution of the Laval Cabinet has not so far 
provoked the psychological recovery which had been 
anticipated. Although the Government has obtained 
plenary powers from Parliament and has since issued a 
series of Decrees whose object is to balance the budget, 
confidence has been slow in returning. The _ public 
preferred to await the results of the new experiment 
before changing its attitude. The funds which took 
flight from France during the last days of May had not 
returned by the middle of July, in spite of the exception- 
ally high interest rates current in the Paris market. 

During most of June the market rate of discount 
remained between 5 and 6 per cent, and had the official 
re-discount rate of the Bank of France not been reduced 
on June 20 from 6 to 5 per cent., it is probable that the 
market rate of discount would have remained at 6 per 
cent. throughout June. The decision of the Bank of 
France resulted in an easier tendency in the money 

market. The market rate of discount declined from 6 per 
cent. at the end of May to 5 per cent. at the end of June. 
The rates of loans on bons de la défense nationale declined 
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from 6} per cent. to 5$ per cent. for one month. The 
rates on Bourse loans declined from 7? per cent. to 4} per 
cent. on the parquet and from 84 to 7} per cent. on the 
coulisse. 
The following table indicates the changes in money 
rates during the last three months :— 
End of Endof End of 
April, May, June, 
1935 19351935 


oO 
Banque de France, rediscount rate 2 6 = 
Market rate of discount .. ee a 2;°: 6 5 
Day-to-day money ‘a 2 5? 5 
Loans on Bons de la Défense Nation: ile : 
Market rate for 1 month ons ae 2,°5 6} 54 
Market rate for 3 months 23 — die 
Rates of loans on securities : 
On the Parquet. . “a na és I 73 44 
1 1 pe 


On the Coulisse. . me i a 44 


Since the end of June money rates have continued to 
decline. The Bank of France reduced its re-discount 
rate on July 4 from 5 to 4 per cent., and on July 19 from 
4 to 3} per cent. The market rate of discount declined 
to 4 per cent. in sympathy with the first reduction. It is 
worth noting that in reducing its bank rate the Bank of 
France did not follow, but preceded the market, so that 
it is the central institution that provoked the reduction 
of the market rate of discount. It may well be asked 
whether this policy was wise, and whether it would not 
have been advisable to await the repatriation of funds 
which would have increased the resources of the market 
and would have improved credit conditions. 

Technically the Bank of France was not compelled 
to reduce its bank rate. It held the view, however, that 
it should not prolong unnecessarily the application of a 
measure which constituted a source of embarrassment to 
trade. Throughout the depression, French firms were 
able to borrow at fairly low nag since the bank rate was 

maintained almost constantly at 2 or 23 per cent. The 

sudden increase in the bank ford from 23 to 6 per cent. 

gave rise to bitter complaints in industrial and commer- 

cial circles. It embarrassed considerably a number of 
m* 
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borrowers and contributed towards the aggravation of 
the economic situation, and consequently provided an 
additional cause for the budgetary deficit. 

The Bank of France was, therefore, right in departing 
from its traditional rules by provoking deliberately a 
fall in money rates. It ought to be added that even 
though technically the money market conditions did not 
justify a reduction of bank rate, the improvement in the 
foreign exchange market justified the adoption of a bold 
course. 

Indeed, while during May the gold reserve at the Bank 
of France declined by over g milliard francs, and during 
the first fortnight of June declined by a further milliard, 
during the second fortnight there was an increase of 250 
millions. This increase was very moderate, but it was 
enough to indicate the termination of the crisis. It was, 
therefore, consistent that the measures taken for fighting 
the crisis should be cancelled. 

At the beginning of July the position of the Bank of 
France further improved. A slight depreciation of 
sterling in relation to the franc compelled the Exchange 
Equalisation Account to sell gold in Paris. The National 
Bank of Belgium had also to transfer gold to the Bank of 
France in order to defend its currency. The gold reserve 
of the Bank of France showed in July a further increase. 

The bank return for the end of June was influenced 
by the tension in the money market. Discounts amounted 
to Frs. 8,245 millions, against Frs. 7,360 millions at the 
end of May and Frs. 4,501 millions at the end of April. 
Their increase was the result of borrowing by banks and 
by the public, for although the Bank of France was very 
strict in matters of discount, it was unable to prevent an 
increase of this item. The other items of the bank return 
do not show changes of similar importance. Advances 
on bullion slightly declined from Frs. 1,179 millions to 
Frs. 1,168 millions. This decline is not surprising since 
the Bank of France discourages loans on bullion. The 
rate on such loans which was raised to 7 per cent. in May 
was maintained at that figure in spite of the first two 
reductions in the Bank rate. Thirty days’ advances 
declined also from Frs. 937 millions to Frs. 735 millions. 
Advances on securities declined from Frs. 3,371 millions 
to Frs. 3,277 millions. 
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The following table shows the changes in the bank 
return during June :— 


End of Endof End of 
April, May, June, 
ASSETS 1935 1935 1935 











(Millions of francs) 


Gold reserve ‘ ea 80,933 71,779 71,017 
Foreign exchange I reserve (total) a 844 1,926 987 
Sight ve as “ es - 9 976 7 
Time a bia oi és aa 835 g50 979 
Discounts (total) .. a i ‘i 4,501 7,360 8,245 
Bills on France .. . ue Ke 4,280 7,137 8,022 
Bills on Foreign countries wa “* 221 223 223 
Advances on bullion os ee wa I,I75 1,179 _ 1,168 
Advances on securities .. 2 wa 3,094 3,371 3,277 
Advances up to 30 days .. ‘a - 10 937 735 
Bons on the Caisse Autonome .. na 5,805 5,805 5,805 








LIABILITIES. 
Note circulation .. oe 82,352 82,776 82,099 
Current and deposit accounts (total) os 18,848 15,085 13,951 
Of which— 
Treasury. . a ne ws 649 159 166 
Caisse Autonome ‘a oa ‘a 3,053 2,611 2,816 
Private accounts 7 a ae 14,922 12,106 10,721 
Sundry .. 7 ae is 223 209 248 
Total of sight liabilities .. - én 101,200 97,861 96,051 
Percentage of gold cover .. v -» 79°97% 73°35% 73°94% 





An important change was the decline of foreign 
exchange reserves from Frs. 1,926 millions to Frs. 987 
millions. During the crisis of the franc the Bank of France 
had to sell by means of earmarking part of its gold 
reserve to the Federal Reserve Bank of New York in 
order to secure dollars. This operation was necessitated 
by the absence of adequate shipping facilities for gold. 
There was a danger that the dollar might appreciate 
above the gold export point in Paris. The Bank of 
France was able to prevent this rise by selling during June 
the dollars which it had obtained from the Federal Reserve 
Bank during May. This explains both the rise in the 
Bank’s foreign exchange reserves during May, and their 
subsequent contraction. 

On the liabilities side there are reductions in the note 
issue and in current accounts. The latter declined in one 
month from Frs. 12,106 millions to Frs. 10,721 millions. 


“eo 
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Since it includes the balances of the leading banks, its 
decline indicates a marked contraction in the latter’s 
reserves. This is undoubtedly the reason why the money 
market remains stringent. Sight liabilities declined from 
Frs. 97,861 millions to Frs. 96,051 millions at the end of 
June. Its decline was more pronounced than that of the 
metallic reserve, and consequently the reserve ratio 
increased from 73:35 to 73-94 per cent. 

It is difficult to form an opinion about the prospects 
of the French money market. It should improve since 
potential resources are not lacking. If the recently 
exported capital were to be repatriated there would even 
be a plethora of resources. Confidence, however, has not 
yet returned. The public doubts whether it will be 
possible to balance the budget. Before there can be a 
fundamental improvement in the money market it is 
necessary to await the results of M. Laval’s efforts. 


German Banking 


By a Correspondent 


HE predominant factor in the development of the 
German money market and the German banking 
position remains the increased liquidity through 

the financing of trade recovery largely by public resources. 
In the money market there was no further reduction in 
the rates in consequence of the measures taken during the 
past month. Day-to-day money to first-class borrowers 
remained at 3 per cent., though towards the end of the 
month there was the usual slight increase. The issue of 
promissory notes through the Gold Discount Bank 
expanded to Rm. 202 millions during the last ten days 
of May. The monthly return of the Gold Discount Bank 
for the end of June was not yet available at the time of 
writing, but it is safe to assume that the amount must 
have increased further. These notes are taken up by the 
commercial banks in substantial amounts, and also by the 
special institutions in charge of the administration of 
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amounts subject to transfer moratoria, such as the 
Conversion Office and the German Clearing Office. Of 
these two institutions only the former publishes monthly 
returns. Its return for the end of June shows a further 
increase of investments to Rm. 172 millions, against Rm. 
152 millions at the end of May and Rm. 22 millions at 
the end of April. Its claims against the Reichsbank 
amounted to Rm. 176 millions, against Rm. 178 millions 
and Rm. 292 millions for the two previous months. 

The changes in the position of these two institutions 
also affected the Reichsbank, even though there is no 
way of ascertaining the extent of this influence. At the 
end of the half year, investments of the Reichsbank 
increased to Rm. 589 millions, against Rm. 503 millions 
at the end of May and Rm. 570 millions at the end of 
June 1934. During the first week of July more than 
half of this increase was already liquidated (52-3 per cent., 
against 38-2 per cent. during the corresponding week of 
1934). The actual figure of the reduction was Rm. 307 
millions, against Rm. 234 millions a year ago, but last 
year the liquidation was delayed by the foreign exchange 
situation. 

The Reichsbank’s holding of securities eligible as note 
cover further declined during the last few weeks. This 
item includes in addition to Government bonds, taxation 
scrips which can be used for the payment of taxes up to 
1938. There is a strong demand for such scrips but the 
supply is restricted. The gold reserve of the Reichsbank 
recently increased further by small amounts. This was 
the result of the high rate for free reichsmarks in foreign 
markets. This small influx does not, however, alter the 
difficulties of the exchange situation. The total gold and 
foreign exchange holding of the Reichsbank on July 7 
was only Rm. go millions. 

The monthly returns of the German commercial banks 
for the end of May again show a slight contraction. For 
the five big Berlin banks, the balance sheet total declined 
during May from Rm. 7,743 millions to Rm. 7,696 
millions. Creditors declined by Rm. 29 millions while in 
the previous month they increased by Rm. 6 millions. 
Within the totals, however, there were further changes in 
the composition of the items. Deposits of other banks 
declined considerably, while deposits of private customers 
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increased even though to a less extent than during the 
previous month. On the assets side loans continued to 
decline, while discounts and holdings of Government 
securities increased. The returns of the central institu- 
tion of German savings banks shows that the increase of 
savings deposits has slowed down, but this corresponds 
to the seasonal influence during the holidays. 









Brazilian Exchange Difficulties 


By a Correspondent 


Tit: conduct of the banking industry in Brazil during 
the past year or so has been complicated by social 
legislation of an advanced character—including 
a 6-hour maximum working day—which has considerably 
increased expenses, while the almost chaotic condition in 
the foreign exchange market has given rise to continual 
and increasing difficulties in transacting international 
commercial banking. Alterations in the exchange regu- 
lations are continually taking place and the fact that 
a complete reversal of policy often occurs at short notice 
indicates that the Federal Council for Foreign Trade— 
upon whose recommendations the Exchange Control 
acts—is arriving at its decisions by experiment rather 
than by considered policy which results in continual 
uncertainty among the commercial community. Similarly, 
the all-important coffee industry is controlled by the 
National Coffee Department. Instead, therefore, of there 
being a comprehensive policy, embracing the inter-related 
problems of the foreign exchange, coffee markets, and 
the national finances, there are autonomous bodies con- 
trolling these separate important entities, while in the 
background is the factor of political expediency which 
may at any time be allowed to override all other con- 
siderations. At the core of Brazil’s difficulties lies the 
unbalanced Federal and State accounts. The Federal 
Budget discloses continuous annual deficits, added to 
which there are very large and increasing uncovered 
borrowings from the Bank of Brazil. In short, the 
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whole fiscal position is obscure and is also becoming in- 
creasingly unbalanced so that, with the lack of gold 
reserves, the exchange value of the milreis has tended 
steadily to worsen. 

After many frequent changes in exchange policy, 
an endeavour was made to straighten out the position 
on February 11 last, when, apart from 35 per cent. 
of export exchange which the banks had to deliver 
to the Bank of Brazil to meet Government require- 
ments, the balance of 65 per cent. was left for the 
“free’’ market. The rate in that market, however, 
depreciated steadily, from 74-600 milreis per £ on March 
I, 1935, to 90 milreis in mid-July. Bankers in close touch 
with the Brazilian situation were not therefore surprised 
when at the end of June regulations were reintroduced 
whereby remittances to abroad out of the 65 per cent. 
quota of ‘‘ free *’ exchange once again became subject to 
prior authorisation, so that the so-called “ free ’’ exchange 
is in fact no longer free but controlled by the Fiscalisation 
Department. Doubts are expressed whether it will be 
possible to apply the terms of the second Anglo- 
Brazilian Payments Agreement of March 27, 1935, 
pending which circumstances once again have shaped 
themselves for the creation of a third mass of frozen 
amounts awaiting remittance. Dealings in exchange are 
being hindered, as is shown by the fact that the 
Fiscalisation Department will only authorise exchange 
sales by the banks if the rate of exchange is actually 
inserted in the note presented for approval, and, where 
exchange rates are fluctuating widely, it is obvious that 
the collecting bank will often not be able to quote a rate 
which will cover the period required by the exchange 
authorities for approval. Coffee exports are declining, 
especially as the international market is complicated by 
German quotas and other difficulties. An import surplus 
in milreis was consequently established in March and 
April, and in these circumstances it is not surprising 
that Brazilian bonds are a weak feature, especially in 
view of advocacy in Brazil of suspension or reduction 
of the debt service. Certainly, failing an upswing in 
exports, the time seems approaching when Brazil will 
have to choose between doing this or reducing the 
exchange available to pay for imports. 
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Canadian Banking Developments 


By E. B. Roberts 


HE creation of a Central Bank, even in a “‘ mittel 
| europaeischer ’’ country, is still an infrequent 
happening. In a country of the British Empire 
there is something so signally novel about the fact as to 
strike and stir the most phlegmatic. Those whose lives 
have been passed in the staid and sober routine of banking 
in England can least of all catch the full significance of 
the founding of a bank for which one reason is the 
compelling desire to knit the Empire more closely 
together, and to make a British Dominion less dependent, 
in much more than finance, on a powerful neighbour 
which is friendly enough but none the less is utterly 
foreign. 

One might well doubt whether the stay-at-home 
English, Scotch, or Welsh banker realises the fuller 
import of the central banking features of the Bank of 
England. Those functions are the outcome of a slow, 
almost imperceptible, evolution where Freedom itself 
‘““ slowly broadens down from precedent to precedent ”’; 
they are so inter-twined with the workaday business 
over the counter of a vast international institution, still 
constituted and conducted as a private body, as to 
make them easily overlooked except in times of national 
stress. But here in Canada a young and inexperienced 
country has suddenly seen brought into being a bank 
which is intended to give to it internationally what it 
has taken two centuries of development to make possible 
in Threadneedle Street. The Canadian experiment is 
worth watching for an intrinsic reason by any student 
of the growth of banking; it is doubly so for what it may 
do in Imperial affairs as time goes on and “ new occasions 
teach new duties.”’ 

Yet a new era in banking anywhere could hardly 
have been inaugurated with less pomp and circumstance 
than when the Bank of Canada opened its doors on 
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March 11. Scarcely a ripple was caused on the surface 
of the Dominion’s finance and business. The new bank 
notes, 6 by 23 inches, much smaller than those previously 
in circulation of Canadian issue, were so similar in size 
and make-up to the American dollar bills familiar in every 
nook and cranny of Canada that they passed unnoticed 
except at lunch-time gossip. In fact, the central bank 
slipped so modestly and easily into its niche in national 
business that its functioning was observable only perhaps 
to the managements of the chartered banks. 

For the first two months of its existence it has lived 
an unchequered life, and the echoes of a partisan criticism 
quickly died away. The first stage in its history was 
reached in May when a dividend of 4} per cent. per 
annum on the stock, at the rate of $1-26 a share on an 
adjusted value of $12-50 and then on the full value of 
$50, was declared. 

Perhaps the chief outward change in the régime is that 
the old Central Gold Reserve at Ottawa, that has been a 
feature of the banking system since the fourth decennial 
revision of the Bank Act in 1913, has been discontinued. 
The bulk of the current gold held last March by the 
chartered banks was transferred to the new bank's 
vaults in exchange for notes. Answering a question in 
the Canadian House of Commons just about Easter the 
Minister of Finance, the Hon. E. N. Rhodes, stated that 
the amount of the gold so taken over at the rate of $20-67 
per ounce as fixed by statute, based on the value of gold 
when the bill was drafted, totalled $37,460,404. (Any 
profit from the revaluation of gold at the much higher 
prices now ruling would, if made, accrue to the Govern- 
ment, not necessarily to the Bank of Canada.) Banks 
contributing more than a million dollars to the transfer 
were the Canadian Bank of Commerce, $13 millions; the 
Bank of Montreal, $13 millions; the Bank of Nova 
Scotia, $6 millions; and the Royal Bank of Canada, 
$2 millions. 

Since its inception the Central Bank has issued 
weekly statements much on the lines of other such 
institutions. The first was made public on March 14, 
after three days’ activity. The changes in the compo- 
sition during the first two months of the Bank’s existence 
may be seen in the following summarised table of the 
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first and tenth statements (figures rounded to thousands 
of dollars) :— 


BALANCE SHEETS, BANK OF CANADA, 1935. 













March 14 May 8 
LIABILITIES : 

Capital, paid up ‘ os -- $ 4,992 $ 5,000 
Notes in circulation .. és 24 97,806 87,542 
Dominion deposits “a o ‘ 4,212 13,146 
Bank a - zs bes 151,928 148,525 
Other we wn us 278 451 
Other liabilities wi ee us 100 1,771 








Total - .. $259,316 $256,435 














ASSETS : 
Reserve, gold .. as - yi $106,584 $106,936 
‘s silver .. si is g86 1,198 
“ sterling (L ondon) - - 1g2 192 
in U.S. funds at - 203 5,462 
other .. as ba ia — 17 
Subsidi: ary coin .. ws “a ‘a 297 359 
Advances to banks... — 1,750 
Investments : Dominion Gov ernment 
securities 
Short term .. a ee 34,846 17,897 
Other .. - “s on 115,014 115,763 
Other assets ae oP ia 1,194 8,611 















Total assets ws $259,316 $256,435 

Ratio of net reserve to notes and 
deposits .. ar 42°47% 45°58% 
"Dec. 31, 1933. Dec. 31, 1934. 







The statutory gold backing is a ratio of 25 per cent. 
The item, “‘ Bank deposits,” totalling $148,525,261 on 
May 8, of course, includes part of the commercial bank’s 
reserves and is an important element in the liquid condi- 
tion of the currency and general credit of the Dominion 
of Canada. 

Except for the abolition of the Central Gold Reserve, 
the coming of the central bank made remarkably little 
difference in the returns of the ten Canadian chartered 
banks made monthly to the Ministry of Finance. The 
last return, that for March 31, shows that the banks held 
$51,161,835 in Bank of Canada notes and had on deposit 
$149,028,898. Government and other securities held 
by the chartered banks totalled $970,115,362, which was 
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an increase of $130,000,000 compared with March, 1934, 
showing an intensification of the trend of the past three 
years due to the difficulty of commercial investment of 
surplus funds, which has already been mentioned in 


THE BANKER. 


The following table summarises the returns of the 
ten banks to the Ministry of Finance at the close of the 


past two years :— 


ASSETS : 
Cash and balances 
Bank balances abroad .. 
Call and short loans 
Securities 
Loans, Canadian 

abroad 

Other assets 


Total 


LIABILITIES : 

Note circulation 
Government deposits 
Public 
Foreign . na 
Bank balances, Canadian 

i? " abroad. . 
Bills and Letters of Credit 
Other liabilities 
Capital and reserve 


Total 


$ 333,126,538 
82,652,962 
196,021,799 
861,006,151 
I,049,015,916 
138,058,578 
155,870,769 


$2,815,752,713 


$ 132,058,957 
111,635,443 
1,858,787,769 
322,186,867 
13,048,033 
38,389,431 
50,243,946 
3,014,883 
277,000,000 








$2,806, 365,329 


$ 384,643,498 
85,656,795 
201,443,388 
966,547,701 
990,559,166 
133,942,910 
156,493,380 


$2,919,286,838 


$ 136,434,754 
87,859,056 
1,982,698,684 
325,397,867 
15,089,413 
29,454,228 
51,815,816 
3,107,000 
275,250,000 





$2,910,106,818 


Among assets, cash has increased in size, and the 
banks also added to their holdings of securities during 
1934. There is a slight contraction in advances. On 
the liabilities side there has been an increase of $126 


millions in deposits. 


_ The generally improved tone of Canadian business life 
is seen in a comparison of the totals of bank debits, 
that is, all cheque transactions, for the past two calendar 


years : 


1933 
1934 


$29,981,465,494 
32,866,672,922 


The increase in debits of 9-5 per cent. was, however, 
very variously distributed all over Canada. For re- 
porting purposes the land is divided into five economic 
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areas and 32 centres; and in 1934 there were increases 
in four areas and in 26 centres. In the Province of 
Ontario the improvement was 14-5 per cent. The 
decreases were almost all in the three Prairie Provinces, 
influenced by uncertain prices for wheat during the 
discussions for world-wide control of exports when 
under way in London—for the financing of the Canadian 
wheat crop is believed, according to the Assistant General 
Manager of the Canadian Bank of Commerce, to be 
“the largest single credit operation in respect of 
commodities each year made anywhere in the world,” 
involving amounts ranging from $50,000,000 to more 
than $200,000,000. It may be added that according to 
estimates by the official Dominion Bureau of Statistics 
go per cent of all accounts in Canada during 1934 were 


paid by cheque. 





International Banking Keview 
ITALY 


HE outstanding banking event of the past month 
was the decision to liquidate the Istituto Italiano di 


Credito Marittimo. This bank was established in 
1916 and during the last nine years it has absorbed 
sixteen smaller banks, mostly provincial institutions. 
Its resources became considerably immobilised some years 
ago in connection with the flotation of a shipping issue, 
a large part of which it had to carry. At one time the 
project of reconstructing the bank through its amalgama- 
tion with the Banco di Napoli was under discussion, but 
neither this nor any other amalgamation schemes materia- 
lised. The decision to liquidate it, therefore, does not 
come as a surprise. Its foreign liabilities have been 
reduced to a negligible figure, but in any case all its 
liabilities are taken care of by the other leading Italian 
banks. 

The disappearance of the Istituto Italiano di Credito 
Marittimo is regarded as a step in the right direction, as 
it eliminates the weakest spot from the Italian banking 
system. It is a further step towards the simplification 
of that system which forms part of the Government’s 
programme. Some quarters are inclined to interpret it 
as a step towards the unification of all Italian banks into 
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one big institution, but this interpretation is not correct. 
It is not the Government’s intention to eliminate com- 
petition, and while it is anxious to reduce the number of 
banks and eliminate small and weak units, there can be 
no doubt that the three leading commercial banks, at 
any rate, will be retained as independent units. 

As a result of the Abyssinian difficulty the foreign ex- 
change situation of Italy has changed for the worse. 
The lira continued to receive official support in Paris, 
but was allowed to depreciate gradually to about 8 per 
cent. discount in relation to the French franc. The 
discount on forward lire in London widened to nearly 
5 lire for three months. It is understood that a black 
bourse has developed in Italy, where foreign currencies 
are dealt in at a premium of some 15 to 16 per cent. 
compared with the official rates. The weakness was due 
in part to external expenditure, necessitated by the Italian 
troop movements to North-East Africa, and to some 
extent by the increased tendency of a flight of capital, due 
to the anticipation of war. The effect of these adverse 
factors upon the lira has so far been largely counteracted 
by official support, as a result of which the privately- 
owned Italian foreign assets are being heavily drawn 
upon. A new adverse factor is the reduction and can- 
cellation of foreign credits, especially by American banks, 
which are anxious about the prospects, owing to the 
possibility of war and owing to the delays in commercial 
payments. 

SWITZERLAND 

The fears that the declaration of a partial moratorium 
by the Banque Commerciale de Basle would be followed 
by a general banking crisis in Switzerland have not so far 
materialised. It is true that two small private banking 
firms suspended payment, but their difficulties were largely 
due to individual circumstances and the general conditions 
merely accelerated their failure. Judging by the returns 
of the Swiss National Bank, the adverse pressure on the 
commercial banks has become relaxed during the past 
month. The repatriation of their capital that followed 
the negative result of the referendum and the recovery 
in the French franc provided a welcome relief. It is 
believed that unless and until the flight from the Swiss 
franc is resumed there is no reason to be concerned about 
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the banking position, even though the situation of at 
least one bank gives reason for some uneasiness. If and 
when, however, the flight of capital from Switzerland js 
resumed, it is bound to increase the difficulties of Swiss 
banks, whose position has in any case been adversely 
affected by the aggravation of the economic depression. 


BELGIUM 

The improvement in the banking situation suffered 
some slight setback owing to the repatriation of French 
and other foreign capital that sought refuge in Brussels 
during the recent crisis of the gold bloc. As a result 
the National Bank lost some of its gold stock and the 
commercial banks lost some of their deposits. Not- 
withstanding this, the situation may be regarded as highly 
satisfactory. Trade conditions continue favourable and 
the banks have taken their due share in the recovery. 
There is a certain amount of discontent among the 
Belgian banks towards the policy of M. van Zeeland, 
which is considered to be too radical. His efforts to 
strengthen the Government’s control over the banks is 
particularly resented and some banking quarters have 
adopted a decidedly hostile attitude towards the Govern- 
ment. At the same time, those in France and other 
countries of the gold bloc who are opposed to the de- 
valuation of their currencies, endeavoured to exaggerate 
beyond proportion the very slight setback in the 
improvement of the monetary and banking situation of 
Belgium, and this, together with the repatriation of foreign 
capital from Brussels, was responsible for the weakening 
of the belga which led to some outflow of gold. 


SWEDEN 

During the month of June no structural changes in 
Sweden’s banking system have taken place, the merger 
of the Sydsvenska Banken with the Skaanska Banken, 
foreshadowed in THE BANKER’s May issue, becoming 
operative first in July. The Aktiebolaget Géteborgs 
Bank’s issue of preference shares, decided at its general 
meeting, has now been duly paid up. The Bank’s 
balance sheet as of May 31 for the first time accounted 
for the share capital Kr. 43,750,000, of which Kr. 
21,875,000were in ordinary and the other half in preference 
shares. A second noteworthy transaction has been the 
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redemption by the Skandinaviska Kreditaktiebolaget of 
Kr. 20 million 54 per cent. Treasury notes of the 
Kr. 100 million loan which the Treasury granted the 
Skandinaviska in 1932 following the Kreuger crash. 
During the month under review money has tightened 
somewhat, a new issue of Treasury bonds to an amount of 
Kr. 20 millions having been allotted at an average rate 
of 0°45 per cent. as against 0-38 per cent. a month ago. 
This contraction of the money market is mainly due to 
market requirements at the close of the half-year’s 
period. The Riksbank’s gold reserve has reached a new 
record with Kr. 355:3 millions and notes in circulation 
have increased by Kr. 35-4 millions to Kr. 718-4 millions. 
Whereas bank deposits with the Riksbank have hardly 
changed, Government deposits have decreased by Kr. 
51 millions, this exceptionally large decrease being 
partly due to the redemption of the Swedish 3-6 per cent. 
Government bonds, maturing on June 30. The total of 
sight deposits of the Riksbank and the 29 Swedish 
joint-stock banks has fallen off by Kr. 28 millions to 
Kr. 994°6 millions, whereas time deposits have increased 
by Kr. 10 millions to a total of Kr. 2,181 millions, thus 
a transfer from sight to time accounts against a flow of 
savings during the foregoing months in the opposite 
direction. The joint-stock banks’ cash items, together 
with their sight accounts at the Riksbank, amount to 
Kr. 251-7 millions, an increase of Kr. 10 millions. Gov- 
ernment securities and bonds held by the Riksbank and 
the 29 joint-stock banks amount to Kr. 479-7 millions, 
holdings in foreign bonds having increased by Kr. 9:5 
millions. Credit balances with foreign banks have further 
decreased by Kr.1g millions to Kr. 228-4 millions, 
whereas the Riksbank’s holdings in foreign bills have 
increased by Kr.18 millions. The Riksbank’s and 
joint-stock banks’ advances show an increase of Kr. 20 
millions to Kr. 2,301-9 millions, and their total assets 
amount to Kr. 6,649 millions. The Riksbank’s rate for 
three months’ bills has remained unchanged at 24 per cent. 


JAPAN 

There was a change in the Governorship of the Bank 

of Japan in June. Mr. Hijikata resigned from the 
Governorship and his place was taken by Mr. E. Fukai, 
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Deputy Governor. Mr. Fukai, who was one of the 
Japanese delegates at the London Economic Conference, 
is well known in Europe and is regarded as one of the 
outstanding experts of Japan. It is believed that the 
change is not likely to be followed by any alteration in 
the bank’s monetary policy. 

The trade revival experienced in Japan, ever since the 
suspension of the gold standard in December, 1931, 
shows signs of slowing down. Business conditions on the 
whole are stagnant and money remains easy. Bank 
deposits continue to increase, but discounts and advances 
remain more or less unchanged. As a result, banks have 
had to invest an increasing proportion of their resources 
in Government securities. 


Books 


THE ECONOMICS OF INFLATION. By H. PARKER-WILLIs 
and JOHN M. CHAPMAN, with the collaboration of 
the Banking Seminar of the School of Business, 
Columbia University. (New York, 1935.) (London. 
Oxford University Press. Price 22s. 6d. net.) 

ALTHOUGH the declared object of this book is to 
provide a reliable guide as to the effect of inflation upon 
various classes and indicate how everyone is affected by 
it, in reality it is an attack on the inflationary policy in 
the United States. The chapter which will be of the 
greatest interest to our readers is “ Inflation and its 

Relation to Banking.’”’ The authors are determined to 

make out a strong case against inflation from the point 

of view of banking, but the worst they can say is that if 
inflation wipes out the capital of the banks, their share- 
holders may not be prepared to put up new money and 
the banks may have to go into liquidation. Even in 
countries where inflation has reached such dimensions 
as to be capable of wiping out the capital of banks, no 
such results have been produced. All the leading banks 
in Central Europe have survived inflation, though 
admittedly the gold value of the capital of many of them 
has become reduced. It is unfortunate that the authors 
confine themselves to describing what they consider to 
be the effect of inflation, without attempting to compare 
it with the effect of deflation. In the case of the effect of 
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inflation upon banking, such a comparison would show 
that banks are infinitely better off in a period of inflation 
than in a period of deflation. It isa pity that this volume 
bears so much evidence of onesidedness and prejudice, 
for otherwise it contains a great deal of interesting and 
useful material. 


THE INTERNATIONAL BANKS. By A. S. J. BASTER. 
(London, 1935. P.S. King & Son. Price 12s. net.) 


Tuis volume is probably the first to deal in detail 
with the problems and history of British banks operating 
abroad. It therefore fills an important gap in banking 
literature. The section which is of the greatest practical 
interest is Chapter II, describing the technical, legal, and 
political difficulties of banks operating abroad. It is a 
pity that only about ten per cent. of the space available 
is devoted to this section. The early history of British 
banking expansion abroad provides some interesting 
material to those interested in the historical development 
of banking, but recent history is somewhat garbled and 
superficial. In his conclusion, the author makes some 
interesting remarks about the future prospects of British 
banks operating abroad. 


OuR Own TIMES. By STEPHEN KING-HALL. Volume II. 


(London, 1935. Ivor Nicholson & Watson. 
Price 10s. 6d. net.) 


THE second volume of Commander Stephen King- 
Hall’s contemporary world history is a worthy successor 
to his first volume. It contains an immense amount of 
material exactly of a kind which is useful for reference 
purposes. His selected chronology of events from 1913 
to 1934, however, leaves much to be desired. Many 
important events are missing, while some insignificant 
ones are included. Few people to whom the present 
volume is addressed would, for instance, be particularly 
interested in the fact that on June 11, 1929, the intensifi- 
cation of the anti-religious campaign in Russia was urged 
at the Congress of the anti-God Society in Moscow. The 
author's political philosophy is a curious mixture. While 
its leaning is definitely towards radicalism, it shows some 
distinct streaks of orthodoxy. For instance, he is in 
favour of France staying on gold. A remark that is 








THE BANKER 


160 












characteristic of his political prejudice is to be found in 
his selected bibliography, in which under the heading of 
Italy, he remarks: ‘All books about modern Italy 
should be read with great caution ”’ (last three words in 
italics). He may or may not be right, but we fail to 
discover a similar footnote in the Soviet Russian section 
of his bibliography, though literature on Communist 
Russia is about as onesided and prejudiced as literature 
on Fascist Italy. These are, however, only minor points 
of criticism, and taken as a whole the book is a useful 
addition to the reference library of bankers and business 


men. 














Europe’s Crisis. By ANDRE SIEGFRIED. (London, 
1935. Jonathan Cape. Price 5s. net.) 


THE scope of Professor André Siegfried’s writings is 
becoming definitely broader. His “‘ England’s Crisis ”’ is 
now followed by “ Europe’s Crisis.’’ It is to be hoped he 
will not confine himself to our continent and will sooner 
or later produce a volume on the world’s crisis. The 
present book is a serious study of serious problems. In 
it the author points out the dangers to Europe arising 
from the economic and political development of other 
continents which make it impossible for her to continue 
to play the part of the world’s workshop and financier, 
which kept the over-populated continent alive before 
the war. The problem is certainly worthy to receive 
more consideration than it has received so far. Unfor- 
tunately, M. Siegfried’s volume has the same defect as 
his ‘“‘ England’s Crisis”’; it states the problem clearly 
without doing much towards suggesting a solution. At 
the end of the last chapter he casually mentions two 
possible solutions; the one is economic isolation on 
German lines, and the other is standardisation on 
American lines. He considers the first the lesser evil. 





















Ecypt LANE. By Don PortBury. (London, 1935. 
Cassell & Co., Ltd. Price 7s. 6d. net.) 

Mr. Don PortBurY, a cashier in the Southampton 
branch of one of the “ big five,’’ has just had his first 
novel published. ‘‘ Egypt Lane,” which opens among 
the gipsies who abound in the neighbourhood of South- 
ampton, carries its hero—the chance son of a gipsy 
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woman and a “ gorgio ’’—through thrilling and vigorous 
experiences in various quarters of the globe and under 
varying conditions at a speed that is breathless but 
invigorating. Improbabilities in the plot are forgotten ; 
its style, its rush of words—sometimes of the author’s 
invention, and its power carry all before them. It is a 
book to be read, for Mr. Portbury will achieve his niche 
among those members of the banking profession who have 
turned to literature as form of expression. 
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Some Martins Branches 
By Professor C. H. Reilly 


‘ X Y1TH Mr. Robert Holland-Martin, president of the 
Architecture Club and with the general air of 
refinement Martins Bank somehow manages 

to convey, possibly because it is one of the oldest, if not 
the oldest, banking business in the country, and has 
therefore remained for a longer time than the other 
banks in private hands, one expects a high standard of 
taste, if not of more positive architectural achievement, 
in its branches. On the whole, too, I think one gets it. 
Neither its headquarters in London nor its vastly bigger 
one in Liverpool—nor, indeed, any of its branches that I 
know—are modern structures in the sense that they 
attempt any direct expression of modern forms of 
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structure or materials. All rely on traditional means of 
expression, but not with servility or with clumsiness. The 
great Liverpool building, artificial as all such structures 
are bound to seem these days when covered with Roman 
detail, whether it be of the Italian, Spanish or even the 
English variety, is, nevertheless, a very elegant building, 
There is a similar restraint and decency about the 
Lombard Street one, though by a different architect 
belonging to a different school of thought. It is as if the 
designers of these buildings had been given a general 
instruction, somewhat, but not exactly, like that given 
to the architects of the rebuilt Bank of England, that their 
new building should seem more like a great country 
mansion than a great block of offices, which accounts for 
many of the strange things in that great pile. Roughly, 
I should say Martins architects might have been told to 
remember they were building for a body of gentlemen 
and not merely for a joint-stock company with neither 
parts nor feelings. Such an instruction which is entirely 
without literal foundation may sound silly ; yet it, or some- 
thing like it, would account both for the general absence 
of vulgarity one notices in these buildings, and for their 
more than usually conservative outlook even for a bank. 
Occasionally, of course, this bank employs an artist like 
Mr. Darcy Braddell, who is not to be fettered by any 
rules except his own. Yet by instinct the directors seem 
to choose, as, indeed, even in his case, men who have 
their own quiet, retiring, eminently English, approach 
to their problems. Their recent branches seem to bear 
this out. 

Let us begin with the Southport branch by Mr. 
E. C. Aldridge. For some reason not easily grasped, 
Southport is possessed of a series of rather pretentious 
bank buildings which stand out in Lord Street, its appro- 
priately named main tree-lined street, like the marble 
banks of asmall wooden American town. One can imagine 
Mr. Babbitt boasting of them, and particularly of the great 
Ionic Temple the District Bank has erected which might 
be the headquarters of some new and strange American 
religion. The National Provincial Bank might be an opera 
house. It is typical, therefore, of Martins, when building 
in this main street, and, indeed next door to the latter, 
to erect a sober reticent structure in, I imagine, the 
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dark red sandstone of the district. Its neighbour, in 
comparison, appears a marble palace. This Martins 
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Architect} Mr. E. C. Aldridge, L.RA.B.A. 


THE SOUTHPORT BRANCH 


front, here illustrated, and with part of its palatial 
neighbour showing, has, it will be noticed, a 
, strangely Victorian character. It is none the worse for 
N 
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that. The best classical buildings in Europe were put 
up in the early part of that queen's reign. I think this 
character is given chiefly by the delicacy of the two 
upper storeys with their fine, cleanly-drawn lines, such as 
those to the architraves of the windows and to the 
delicate double raising by which the facade is framed. 
When one has said this, however, one cannot help 
noticing at once certain solecisms, certain grammatical 
mistakes which the Victorian architects who did this 
kind of work would never have committed. They might, 
for instance, have emphasised the central first-floor 
window with a pedimented head and brackets, but they 
would never have broken the pediment in the weak- 
kneed way it is broken here over the centre of each 
bracket. In the bank storey, too, the Ionic columns 
would not have been perched up on pedestals far too tall 
for them according to the rules of the game. It must 
be remembered in this sort of work there were rules for 
everything and very strict ones. A certain number 
of diameters of the lower part of the column, for instance, 
make up the proper height of the pedestal or the width 
of a frieze or triglyph. The dimensions of everything were 
fixed by the great Italians within very small limits 
and all classical architects knew them by heart. They 
would never have passed the height of these pedestals 
nor of the frieze used here above these columns, nor 
the trifling narrowness of the triglyphs. The cornice, 
too, however cut back, would have had much more 
definition instead of rising by equal steps. The moral is, 
if one attempts this old- fashioned, but charming, classical 
manner, it is not enough just to be reticent and gentle- 
manly. One must not drop one’s “ h’s”’ or put them on 
in the wrong place, however neatly dressed one is. 
Internally, this bank is much more interesting and that 
without departing in any marked way from these con- 
ventions. It is interesting because the architect has frankly 
accepted the conditions of his deep and narrow site and 
has adapted his design to them by altering the usual 
arrangements of a branch bank. It will be seen he has 
divided his space into two compartments, one behind the 
other, and has devoted the whole of the front compart- 
ment to the public, save for a counter running down one 
side with space for four cashiers behind it. The ledger 
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clerks, Who are generally placed behind the cashiers, are, 
as so often in America, placed in an upper storey. Here 
it is the one immediately above, the connection being 
kept by means of a small electric press-button lift for 
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AN INTERIOR VIEW OF THE SOUTHPORT BRANCH, 


LOOKING TOWARDS THE GREAT ARCH 
j 
pass-books and a larger one for passengers and, no doubt, 


by telewriters as well. This clearing of the banking hallhas 
given the architect the opportunity for a fine spaciousness 
with plenty of plain wall and floor area which he has 
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seized to advantage. For instance, it has allowed him to 
use a large feature, the great archway he has put between 
the two compartments of his plan, which in its massive- 
ness one would never expect to find behind his rather 


L.RABLA 
\NOTHER VIEW OF THE INTERIOR OF THE SOUTHPORT 
BRANCH, LOOKING TOWARDS THE ENTRANCI 
tentative facade. It is most effective. His plain walls 
and floor, too, though mostly lined with polished stone, 
look like part of the old Bank of England we used to love, 
r even of St. George’s Hall, Liverpool. The richly- 








Sy UREA ee 














~ SOME MARTINS BRANCHES 167 





moulded ceiling with its triglyph frieze makes an ad- 
mirable foil. The front of the counter is wisely left plain 
and strong to be in scale. It is all the more a pity, there- 
fore, to find the wooden screens between the two rooms 







GOON NODS ONO ONO LOO POON OOOO OO ON 
OOOO OPTI TIFT 





HHHME HH 
Fedels 
HHH 

i tlds 


SH HNN 


4 
} 
Uj 


id 


i i 


si 
UAHA 
Ht i 


i 
thf 


esetetesssseea 


= = 
ae eg ee — 





AP asa sone 4 
OT ORS 


? 
a ¢ a a 





FHE SIDCUP BRANCH 


and the wooden entrance lobby looking so trifling. One 
instinctively wishes to clear them away so that the main 
shapes can stand out clear and unencumbered. 

Messrs. Eleock and Sutcliffe’s branches at Sidcup and 
Hanover Square are in a Georgian convention carried out 
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with small delicate detail, very appropriate to my 
imagined general instruction of the directors to their 
architects. The Sidcup branch is particularly charming 
with its two circular windows above its two long sash ones. 


KNO 


THE HANOVER SOUARE BRANCH 


leaving thereby an ample field of fine brickwork. These 
circular ones I imagine also ventilate and light the banking 
hall. Their use seems to me a very good way of keeping 
down the scale of a single-storey bank to that of its 
domestic surroundings and giving to it at the same time 
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character without any pomposity. The only small detail 
one can find to criticise, in the colloquial sense of the 
term, is the metal fanlight over the door which looks 
weak beside the thick wooden bars of the windows. It 
is, too, obviously copied from the big Georgian town 
houses of the neighbourhood, but in them it would find 
its echo in the metal balconies. Martins, as one would 
expect, always uses good standard lettering of various 
sizes and standard name-plates. It also very wisely uses 


Vessrs. Elcock & Sutcliffe 


\N INTERIOR VIEW OF THE HANOVER SOUARE BRANCH 


its interesting grasshopper sign. They are all seen to 
advantage here. 

The Hanover Square branch is of similar detail but 
with two round arched windows in which, under the arches, 
the windows themselves have been brought forward into 
bays and stood upon moulded stone pedestals like fonts. 
These latter I find a little clumsy and pretentious for 
what they have to peony The bank here, though, has 
to assert its existence among some pretty noisy neigh- 
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bours, so that it is a little difficult for it to maintain its 
usual gentlemanly calm. On the whole, I think it has 
managed it pretty well. 

The interior of this branch presents a curious problem 
of the Dr. Jekyll and Mr. Hyde character. Assuming 
the Adam detail of the ceiling is original, why have the 
architects installed under it such coarse woodwork? 
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THE ELTHAM BRANCH 


Assuming it is not original it is clear Dr. Jekyll has done 
one and Mr. Hyde the other. 

The Eltham branch, by the same architects, is not so 
successful in its exterior as these two. The detail appears 
to be a combination of that of them both. The wide 
stone surround to the main door is surely too abrupt and 
crude a feature for the men who designed the balanced 
and charming Sidcup front. 








